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ABSTRACT
The study is an attempt to analyse the impact of agricultural
credit programmes on the development of the subsector of food 
production. A review of the performance of the agricultural sector and 
the economy as a whole had given some indication as to what importance 
should be accorded to food production in the process of agricultural
development. Among the problems were the existence of food shortages, 
sharply increasing food import bills, and above all, the unlikelihood 
of sustaining an increasing population (the growth rate averaged at 
2.9$ per annum) without increased food production.
The study aimed to analyse the lending policies and operating
procedures of credit institutions, in order: to highlight the inherent 
problems in the systems; to examine the demand for credit as well as 
factors and problems associated with the supply of credit; and to
develop suggestions for a new rural credit administration with a 
greater potential for success.
The rural money market was found to be essentially dualistic, 
comprising the formal and informal sectors. The analysis of lending 
policies revealed that all formal institutions were rigid in their 
requirements for collateral, and these were viewed as serious handicaps 
by local farmers. Institutions, such as the Nigerian Agricultural and 
Cooperative Bank and the Agricultural Loans Boards, were found to place 
limits on credit and size of farmland respectively. There was bias in 
the subsector distribution of credit, this was found to favour 
livestock enterprises, mainly poultry. The Nigeria Agricultural and 
Cooperative Bank was found to be extending its activities outside its 
primary functions, and this was seen as detrimental to the success of 
the credit programme.
Lending rates were found to be uniform, but quite low, for all 
institutions, since these were fixed by the Central Bank. Lending to 
individuals attracted 7$ interest, whilst for those institutions that
Vborrowed to relend, it was fixed at 6%. Consequently, the commercial 
banks were reluctant in extending loans to farmers.
In the informal sector, Osusu clubs, Friends and Relatives, 
Traders and Middlemen, and Moneylenders featured prominently in the 
extension of rural credit, but the magnitude of their contributions 
could not be established because of lack of data on their activities.
The characteristics of respondents were examined, particularly as 
it was obvious that 107 (53%) of the total number of respondents did 
not borrow money during the period considered. The major problem with 
non-borrowers was their size of farm holdings, which were found to be 
small compared with those of borrowers. In addition, these farms were 
made up of several scattered parcels, some of which did not constitute 
an economic unit. In both farm and non-farm characteristics, there were 
significant differences between institutional borrowers. The 
distribution of loans was found to disadvantage the small farm 
holdings, with a higher proportion of loans being channelled to medium 
and large farm size holdings. The same pattern was applicable for 
overdue loans outstanding.
In contrast to the conception that most rural demand for 
agricultural credit is for family consumption, the study indicated that 
this was a generalised misconception, which failed to portray the 
normal trends in borrowing and use of credit. In terms of volume, 
commercial banks were found to play an important role in rural credit, 
but their activities benefitted only very few farmers. The role of 
cooperative societies in terms of volume and spread of credit was 
insignificant, and the informal sector accounted for 2 Q % of total 
borrowers. Education, farmland and stated credit needs of the 
individuals were found to influence the supply of credit significantly. 
Farmers were generally aware of the on-going credit programmes, mainly 
through their fellow farmers and agricultural extension agents.
Nevertheless, the problems of smallholder improvement were not 
found to be rooted in lack of credit, there are structural and 
infrastructural problems which must be tackled before significant 
progress can be achieved in credit delivery. These were problems of 
land fragmentation posed by the existing land tenure system (which the 
current land law has not succeeded in removing), inadequate irrigation
vi
facilities, insufficient marketing outlets, and inadequate price 
support for farm produce. The conclusion of the study is that, in the 
absence of government intervention in these areas, credit delivery will 
make only a modest impact on smallholder development.
GLOSSARY OF TERMS
ACGSF
ALB
IADP
NACB
RBDA
LGA
Naira (N)
Agricultural Credit Guarantee Scheme Fund. 
Agricultural Loans Board.
Integrated Agricultural Development Projects. 
Nigerian Agricultural and Cooperative Bank. 
River Basin Development Authority.
Local Government Area 
Unit of currency in Nigeria.
1 naira = 1.239 US dollar (January 1985 rate)
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1CHAPTER 1 
INTRODUCTION
Agricultural policies and programmes are the responsibilities of 
the Federal Government of Nigeria in collaboration with the State
Governments. Recently, there has been a major shift in policy towards 
food production, and in this direction, credit liberalisation has been 
emphasized as one of the strategies towards alleviating food shortages. 
This introductory chapter presents general background information on 
the Nigerian economy with particular emphasis on the agricultural
sector in the context of agricultural development efforts, and in
particular, the relative importance of the objectives which this study 
seeks to achieve.
1.1 The Objectives of the Study.
The study is an inquiry into the impact of agricultural credit on 
the process of agricultural development and it seeks to understand the 
worsening performance of food crops production, despite enormous
financial commitments by the Government in recent times. The study has 
the following major objectives;
- to describe and analyse the lending policies and operating 
procedures of the existing credit institutions, with the aim 
of highlighting the inherent problems in the systems.
- to examine the demand for credit by food crops producers, as 
well as the factors and problems associated with the supply 
of agricultural credit to this category of farmers.
- to develop suggestions for a new rural credit administration 
with a greater potential for success.
21.2 The Performance of Agriculture and the Economy.
Production in agriculture is associated with a large rural 
population. Table 1-1 shows that the economically active population 
engaged in agriculture declined in percentage terms from 62.1 in 1970 
to 51.4 in 1982. In absolute terms there has been a sizeable increase, 
caused by the population growth rate which averaged at 2.9$ for the 
period. From the view point of the Classical Economist this percentage 
decrease suggests that other sectors of the economy have expanded 
vis-a-vis higher productivity in agriculture. From the information 
available, this does not appear to be true, in spite of the vigorous 
attempts that have been made to diversify the economy.
Table 1-1: Total, Agricultural,and Economically
Active Population.
IPopulation (’000) !Econ.Active Population
Year!------------------ !------ !-------------------
ITotal !Agriculture!Total !Agric,!$ in Agric.
! ! ! !
1970!
1
56346!
f
34968 ! 22792!
f 1
14145!
1
62.1
1975!
1
65662!
1
37899 ! 25687!
1 f
14826!
f
57.7
1980!
1
77082!
t
41049 ! 29060!
1 1
15475!
f
53.3
1981!
f
79680!
1
41686 ! 29823!
1 1
15602!
1
52.3
1982! 82392! 42348 ! 36615! 15736! 51.4
Source : FAO (1982) Production Yearbook 
vol.36 pp.63
1.2.1 Tax Revenue Contribution
The relative importance of agriculture may be assessed through its 
contribution to the tax revenue of the country. Helleiner (1966:210) 
indicates that substantial revenue was collected from the agricultural 
sector in the period 1950-62 and these taxes provided the foundations 
of Nigeria's economic development. For the period, N70.6 million was 
realised, in percentage terms this was 47.51$ of all revenues collected 
by the Government. This amount was made up of export duties and produce 
tax.
By 1961-62 the share of agriculture in the total revenue was only 
11$ and by the late sixties this share had fallen to 1$. The situation
3in the seventies was no different; Olaloku et.al (1980:17) indicate 
that agricultural contribution to the total revenue for the period 
1972-76 were less than one percent; 0.21, 0.27, 0.14 and 0.07 percent 
respectively. In the eighties, most of the agricultural crops were out 
of the export lists (Table 1-4) and therefore revenues were 
insignificant. In effect the traditional role of the agricultural 
sector, as the most important source of Government revenue, has been 
taken over by other sectors, in particular, petroleum production and 
export. The growing importance of petroleum is reflected on Table 1-4.
1.2.2 Food Supply and Exports
One of the ways in which agriculture can contribute to development 
efforts is through the provision of an adequate food supply and by 
providing much needed export and industrial raw materials for the 
economy. The availability of an adequate food supply is vital because 
shortages can bring about an inflationary trend in prices and this can 
lead to demands for higher wages. The adverse effects which higher 
wages would have on the economy are obvious.
Table 1-2: Index of Volume of Food Production in Nigeria,
(1975=100)
Items
! (1)
! 1981
(2)
1982
(3)
1983
% Change 
(1)-(2)
between
(2)-(3)
(A) Crops ! 84.3 85.5 74.3 1.4 -13.1
(1)Staples ! 71.6 73-8 63.5 3.1 -14.0
(2)0ther Crops ! 124.1 122.2 108.1 -1.5 -11.5
(B) Livestock ! 94.2 104.4 99.3 10.8 - 4.9
(C) Fishery ! 104.3 107.5 109.9 3.1 2.2
Aggregate ! 90.1 92.5 83.8 2.7 - 9.4
Source: Central Bank of Nigeria, Annual Report,1983 •PP 15.
The index of crop production (Table 1-2) shows a decline of 9.4^ 
in 1983 in contrast to an increase of 2.7% in 1982. The decline is 
reflected in all the subsectors except fishery. Staple food recorded a 
14.0% decline as against an increase of 3.1^ in 1982. Livestock
4production fell by 4.9% as against an increase of 10.8% in 1982. 
Consequently the problem of food shortages was aggrevated, and this was 
reflected on the consumer price index (Table 1-3). There was a rise in 
the food index (significantly, more in the rural than in the urban 
areas) of 23.4%, while information on the composite consumer price 
index indicates a rise in domestic inflation of 23.2% compared with the 
rise of 7.7% experienced in 1982. In other words, agriculture has 
failed to meet national requirements for food, industrial raw materials 
and exports.
The Central Bank of Nigeria Report (1983:86) points to the fact 
that demand for foreign exchange to pay for importation of foods and 
raw materials, capital equipment and spare parts remained high because 
of domestic supply shortages despite tight import controls. The effect 
was the accumulation of large payment arrears which doubled from N2.2 
billion in 1982 to over N4.4 billion in 1983.
Table 1-3: Consumer Price Index (1975 =100).
(1) (2) (3) % Change between
1981 1982 1983 (l)-(2) ( 2) — (3)
Rural 242.9 264.6 326.4 8.9 23.4
Urban 303.0 327.7 401.0 8.2 22.4
Composite index 
(all items) 247.5 266.5 328.4 7.7 23.2
Source: Central Bank of Nigeria(1983) op.cit pp.35.
The only way of relieving food shortages is through massive 
importation, but the crucial problem is with the foreign exchange, if 
consideration is to be given to the requirements of other sectors of 
the economy. Continous importation of food does not seem likely, 
judging from the balance of payment situation presented on Table 1-5. 
The foreign exchange receipts dropped by over one billion naira in 
1983, while the current account recorded a deficit declining from N5.2 
billion in 1982 to N3.4 billion in 1983. Although the decline is 
noticeable in both imports and exports, it is greater in the imports 
than exports; 22.6% and 12.7% lower, respectively, from their levels in
1982.
5Table 1-4: Distribution of Nigerian Export
by Selected Economic Sectors (%).
Commodities 1946 1950 1960 1981 1982 1983
Major Agric. Exports 
(including forestry) n . a n . a n . a 1.6 1.1 3.6
Cocoa 15.4 21.1 21.7 1.3 0.7 3.3
Groundnuts 22.9 16.9 13.5 nil nil nil
Groundnut Oil n. a 0.3 3.1 nil nil nil
Palm Kernels 16.9 18.5 15.4 0.2 0.2 0.2
Palm Oil 8.3 13.4 8.2 nil nil nil
Raw Cotton 2.2 2.7 4.1 nil nil nil
Rubber(natural) 
Mineral Products:
5.7 3.1 8.4 0.2 0.1 0.1
Petroleum (crude) nil nil 2.6 96.9 98.6 96.4
Note: nil= out of export list. 
n.a= not available.
Source: Extracted from F.A.Olaloku (1979) p.15 ;Central Bank of 
Nigeria (1983) op.cit. pp.94.
The downward trend in the performance of the agricultural sector 
inevitably affects the earnings from agriculture, and the soaring food 
price indices reflected in Table 1-3 portray a lowering in the levels 
of living. The need to economize on scarce foreign exchange has been 
emphasized by 0jo(1982) by attaining self-sufficiency in food 
production, particularly as revenue from petroleum is dwindling, while 
expenditure on food imports by 1981 had reached N2.1 billion. The 
Nigerian economy has gone through major changes since the seventies and 
with the prevailing circumstances, there is need for some adjustments 
to be made by giving up some food imports and improving the 
agricultural credit delivery systems, thereby making credit accessible 
to farmers. In this direction, the current emphasis by the Government 
would be justified.
For a country such as Nigeria with a population of over 80 
million, and an average annual population growth rate of 2.9%, the 
future is gloomy unless consciencious efforts are made to expand and 
diversify the agricultural potential of the Nation. While it is not the
6Table 1-5: Balance of Payments=Sumraary Statement.
(Millions of Naira)
Categories
1981
Total
1982
Total
1983
Total
Current Acct. -3998.4 -5211.2 -3436.8
Merchandise - 703.5 -2712.1 -1235.6
Exports(f.o.b) (11023.3) (8722.5) (7612.3)
Imports -do- (-11726.8) (-11434.6) (-8847.5)
Services/income(net) - 2948.4 - 2209.7 -2013.0
Unrequited Transfers 
(net) -346.5 -289.4 -188.1
Long-term Capital 833.1 1026.8 1198.0
Direct Investment 334.7 209.0 204.3
Portfolio -do- - - -
Other Capital(L/term) 498.4 736.8 -933.7
Official Sector (480.0) (720.3) (916.3)
Others (18.4) (16.5) (17.4)
Bal. on Current Acct. 
and L/term Capital -3165.3 -4184.4 -2238.8
(Basic Balance)
Other Capital(S/term) 96.4 2737.1 1964.0
Bal.on Current and 
Capital Accts. -3068.9 -1447.3 -274.0
Balancing item 48.1 49.0 30.8
Overall Balance -3020.8 -1398.3 -244.8
Reserve Movement +3020.8 +1398.3 +244.8
Source: Central ank of Nigeria (1983), op.cit. pp.89.
intention of this paper to advocate a closed economy, by over emphasis 
on self-sufficiency, the fact remains that there is no justification 
for Nigeria importing substantial quantities of items such as rice 
(496,773 and 410,835 metric tonnes respectively for 1982 and 1983) 
which can be produced in sufficient quantities at home given the right
conditions.
71.3 Agricultural Credit Operations
As in other developing countries, suppliers of rural credit can be 
categorised into two main groups: the organised sector or formal 
sources, and the unorganised sector or informal sources. The major 
difference between these two groups lies in their modes of operation. 
The following categories can be identified;
Organised Sector- Commercial Banks
Agricultural Credit Guarantee Scheme Fund (ACGSF) 
Nigerian Agricultural and Cooperative Bank (NACB) 
Merchant Banks
Agricultural Loans Boards (ALB)
Cooperative Societies
Unorganised Sector- Moneylenders
Town Unions 
Friends and Relatives 
Osusu Clubs 
Traders and Middlemen
1.3.1 Formal Institutional Sources
In terms of volume of business, the commercial banks are the most 
important sector of the Nigerian financial and credit system. They are 
the main source of short-term industrial, commercial and trade 
financing. In spite of the volume of activities, they have not met the 
needs of the economy, due to inadequate funds and their orientation 
towards low-risk, short-term and non agricultural investments. The 
difficulty on the part of the farmers in obtaining loans is well 
expressed by Ekukinam (1971:332);
There was very little agricultural credit in the sense of 
farmers receiving loans and advances for purchase of seeds, 
planting, harvesting and holding stock. Loans from banks 
appeared at a point where licensed buying agencies met farmers, 
and the banks met Marketing Boards. At these points, and with 
the loans fully secured with Marketing Board's Assets, and 
later by the Central Bank's guarantees and sales contract, 
banks incurred negligible risks.
Although this analysis was made some years ago, the situation has 
not changed recently. Commercial banks assets and liabilities totalled 
N26.7 billion at the end of 1983, showing an increase of N4 billion or 
17.8% over the 1982 level. In view of the difficulties encountered by 
commercial banks, in respect of loans to the agricultural sector, the 
Federal Government of Nigeria established the Agricultural Credit 
Guarantee Scheme Fund (ACGSF) in 1977.
8The Fund provides the sum of N100 million; 60% provided by the 
Federal Government and 40% by the Central Bank. This amount is for 
underwriting agricultural loans to farmers by providing guarantees for 
loans granted by any bank for agricultural purposes. The paid up 
capital of the Fund is N85.5 million, of which the Federal Government 
and Central Bank have paid N51.3 and N34.2 million respectively. The 
amount of money in the fund had risen to N212.3 million by the end of 
1983 by additional allocations.
The NACB was established in 1973 as a non-banking institution with 
an initial authorised capital of N1.0 million, fully subscribed by the 
Federal Government of Nigeria. Other sources of funds include: 
charges on feasibility studies conducted by the bank for others, rents 
from the bank's estates, equity share capital, shortfall in loans to 
the agricultural sector by commercial banks and external loans from the 
World Bank for the development of livestock. The current capitalisation 
of the bank was N580 million at the end of 1984.
The Merchant Banks' assets and liabilities stood at N4.3 billion 
at the end of 1983, an increase of N1.0 billion over that of 1982. They 
are not easily accessible to small farmers in terms of the projects 
they finance, and, as they have tresspassed into ventures traditionally 
considered to be of interest to the commercial banks (except money 
creation) they have been included within the Central Bank's credit 
guidelines. Their total loans and advances for 1983 stood at N279.3 
million.
The ALB are State owned institutions and they essentially operate 
at various State levels to satisfy the needs of, mainly, the small 
farmers. Their main source of finance is the NACB.
There are many dormant cooperative societies as there are new ones 
springing up each month. The basic problems of cooperatives are those 
of poor management and lack of adequate support by the Goverment. In 
most societies, membership is too low to enable them generate enough 
capital, consequently they can neither finance themselves nor command 
suitable assets to enable them receive to loans from the banks. 
Anthonio (1975:230) indicate that "cooperation as an instrument of 
improving farm incomes has reported very poor performance in Nigeria 
that one feels hesitant in encouraging its continued use."
91.3.2 The Informal Sources
This sector has contributed enormously towards credit and thrift 
in the rural economy but there are no statistics to establish their 
number or volume of business. It can only be assumed, as Onoh (1980:1 1) 
puts it, that "in a village of less than 500 people as many as 20 or 
more can be found.” In the absence of rules and regulations governing 
their operations, their contributions have a lot of short-comings.
Their continued proliferations is mainly due to ignorance 
(presumably as a result of little or no education) or due to lack of 
banking facilities. Significantly important in the area of rural 
credit are the Moneylenders, Osusu Clubs, Town Unions, Traders and 
Middlemen. There is however a dwindling importance of moneylenders, 
traders and middlemen because of extortionate profit, and Onoh 
(1980:22) indicates that many prefer joining the clubs and unions to 
ensure that they were not forced by circumstances to borrow from 
moneylenders, traders and middlemen.
1.4 Problems of Agricultural Credit.
1.4.1 Bad debts and Misuse of Credit.
The problem of bad debts has often been associated with the 
non-productive use of credit: specifically family expenditure on 
consumption, social ceremonies, to mention just a few. Bad debts may 
also be brought about by failure of business due to natural disaster or 
price fluctuations, or it could be a deliberate act on the part of the 
borrower which is not due to lack of repayment capacity. A deliberate 
act could be influenced by several factors such as political, coruption 
within the institutions, lack of timely and appropriate sanctions on 
defaulters. Failure of farmers to repay their debts on time or to repay 
at all affects the liquidity of the lending institutions.
1.4.2 Cost of Credit Delivery
Credit administration is costly to operate and the cost vary with 
the scope of the credit programme; some involve supervision and 
technical advice and by the dispersed nature of borrowers, credit 
distribution and collection becomes very expensive. FAO (1975:44) 
indicated that the cost tend to increase with certain types of loan
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granted. ~ecause of the cost factor, lending institutions often find it 
difficult to extend credit more especially where the interest rates are 
regulated and the opportunity cost of funds are higher in other 
sectors.
1.4.3 Fund Limitation and Interest Rate Policy
The expansion of agricultural credit programmes often reflects the 
generalised assumption that access to credit is one of the bottlenecks 
retarding the development of agriculture. This view, as expressed by 
Adams (1971:163), is based on the fact that subsistence agriculture 
makes up a large part of the agricultural sector of the less developed 
countries, and consequently, production is limited to many producers 
because additional credit is not available. In the first instance, the 
shortage arises because the structure of the banking system is not 
adapted to the needs of the smallholders. To the extent that this is 
correct, it was the opinion of the United Nations (1951:37), that 
special agencies should be provided to remedy the situation.
High interest rates were seen as another factor affecting access 
to credit and hindering the process of capital formation generally. The 
existence of high interest rates for short-term lending was an obstacle 
because no ordinary investment can thrive with the rates the 
moneyleders or landlords charge for short-term lending to cultivators. 
In other words, low interest rates were seen as necessary but these 
assumptions ignored other aspects, such as technological changes and 
structural constraints. The problems associated with low interest rates 
are summerised in World Bank( 1965:46) . It is assumed that small farmers 
do not stand a good chance of getting credit because of their more 
influential competitors.
Furthermore, low interest rates generate excess demand and set in 
motion mechanism for rationing, which can lead to corruption of the 
system, and political influence cannot be ruled out, especially in the 
Nigerian context. Most importantly, a low interest rate policy has 
been adopted to check the excesses of the informal sector- notably the 
moneylenders, as the Government professes to show some concern for the 
welfare of the masses. Nevertheless, if farmers cannot pay the market 
rate of interest on borrowed funds because of low returns, it is 
questionable whether such a policy should constitute proper use of
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scarce resources. This review however raises the question as to what 
the role of agricultural credit should be in a strategy seeking to 
enhance the welfare of the rural poor.
1.5 The Role of Agricultural Credit in Nigeria
Among the most important characteristics of the Nigerian rural 
economy are a multitude of small farming units, with relatively very 
few medium to large farm holdings and a wide range of diversity among 
farmers in their modes of production, as well as personal resources of 
capital and operating inputs.1 This suggests that there are wide 
variations in returns to farming from one locality to another.
Lack of economic growth has been explained in terms of a vicious 
circle of poverty by Nurkse (1967:5). He believed that there is small 
capacity to save resulting from low level of income, low real income is 
a reflection of low productivity, which in turn is due to lack of 
capital, and the lack of capital is a result of small capacity to save. 
High interest rates and high debt burden are characteristics of the 
rural communities. Shortage of credit may be a direct result of high 
interest rates (as a result of heavy reliance on the informal sector), 
and high debt burdens contribute to the tendency of expenditure 
outstripping resources.
It is genrally believed that in the absence of technological 
opportunities in the rural setting which the farmers can exploit to 
their advantage, the extension of credit will have disastrous impacts. 
Consequently, other views, such as stimulating technological changes, 
have emerged to deal with rural poverty. Underying this view is the 
belief that productivity increase will lead to marketable surpluses 
and, therefore, cash incomes will improve. Improved nutrition as a 
result of increased consumption possibilities is also implied.
Based on ideas expressed by Schultz (1974:133), it is necessary to 
re-emphasize that technologies are embodied in particular factors of 
production, material inputs and human agents. Therefore, the 
introduction of new technology requires a set of factors that differs
^here is a wide variation in farming characteristics within and 
between States.
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from the set formerly employed; it implies either "adding or dropping 
or changing at least one factor of production". Since farmers are 
generally poor, provision of credit would give them control over 
additional resources.
Furthermore, Mellor (1966:312) has indicated that apart from usual 
events, such as a crop failure which reduces income in a particular 
year, other natural calamities such as drought may occur several times 
during the lifetime of the farmer, over which he has no control. If the 
farmer has no outside sources of credit, he needs to build up some 
reserves to safegaurd against the future. It would not be surprising 
that rather than invest in farms, a farmer may decide to hold his 
reserves in the form of convertible assets that can guarantee his 
liquidity in times of natural disaster.
Baker (1973:67) points out that liquidity is preferable to credit 
because the latter it is less certain and less versatile. When the 
farmer tries to borrow, he is dependent on the response of the lender, 
who on the other hand, has an imperfect knowledge of the farmer’s 
repayment capacity. Credit will act as a reserve to the extent that it 
is perceived to be permanent, and therefore its accessibility and use 
predictable. For rural farmers, the only sources that meet these 
requirements are informal sources, irrespective of the high interest 
charged.
Von Pishke and D.W.Adams (1979) emphasise that countries such as 
Thailand and Brazil have assigned agricultural credit a leading role in 
their development programmes, because of their awareness that funds 
from the informal segment are not only expensive, but can also impede 
profitable agricultural innovations. In other words, because of 
imperfections resulting from the fragmentation of the rural financial 
markets it was necessary for the Government to intervene. Technological 
changes require the use of highly divisible inputs, some of which may 
be highly complementary, or the use of lumpy and indivisible inputs. 
The importance of agricultural credit increases with the indivisibility 
of inputs.
It may be necessary to emphasize that credit alone cannot 
guarantee the success of innovations, other factors must be considered. 
In this repect, the role of Government is very important in the
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inputs are collectively used e.g inputs of seeds and fertilizers 
require adequate utilization of water, failing which yields will tend 
to diminish after a certain point.
FAO (1965:40) emphasises that where neither risk nor physical 
conditions constitute a deterent to the introduction of an innovation 
in agriculture, the farmers may be prevented from adopting the new 
technology because the better seeds are not available at the proper 
time and place. The quality of expert guidance and their interest in 
the scheme is also important. Other related issues are adequate price 
incentives and markets, an equitable land tenure system, feeder roads, 
etc. The relative importance of credit in Nigeria can be seen from 
current emphasis by the Government on re-setting its priorities, so as 
to reverse the unsatisfactory and economically crippling situation 
posed by the neglect of agriculture and massive food imports.
A critical examination of the pattern of expenditure for the 
agricultural sector in the Third National Development Plan (1975-80) 
highlights Government views regarding the constraints limiting good 
performance in the agricultural sector, and table 1-6 provides 
information on the distrbution of capital investment (State and 
Federal) Governments in Nigeria. The largest allocation was to 
infrastructure, accounting for 43.8% of the total outlay on 
agriculture. The greater part of this allocation went to irrigation, 
research, and soil conservation.
Expenditure on inputs ranked second with N490.120 million for 
fertilizers, credit and mechanisation. Fertilizer alone received 47% or 
N232.1 million, of this amount, while N186.6 million went to 
agricultural credit; investmemt in food crops received an allocation of 
N203.86 million, this included seed multiplication and distribution. 
From this pattern of allocation, infrastructural and input constraints 
can be identified.
Many of the programmes outlined in the Third Plan that 
concentrated on technical progress through subsidised inputs, to the 
exclusion of agricultural credit, only made a modest impact on farm 
output and incomes. Perhaps one of the main indicators of worsening 
rural life is the observed increase in rural-urban migration.
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Table 1-6: Distribution of Estimated Capital Investment
in Agriculture 1975-80 Development Plan Period, (N'000).
Total Food Tree Farm Infra- Rural
Governments Investment Crops Crops Inputs struct. Inst.
Federal 724.462 28.814 31.822 235.000 428.826
Benue/Plateau 62.767 35.030 1.800 13.650 34.287 10.000
Imo/ Anambra 94.607 35.622 40.127 12.548 6.310
Kano 142.557 3.000 0.100 51.811 87.646
Kwara 66.303 24.854 5.200 31.400 4.850
Lagos 14.824 6.352 1.100 4.620 2.750
Bendel 63.521 16.546 24.502 15.800 6.174 0.500
Kaduna 68.139 2.170 1.473 22.350 32.426 9.700
Sokoto 65.440 4.608 0.760 21.300 37.940
Gongola/Borno 74.154 6.000 1.600 31.195 36.559
Rivers 48.150 12.200 23.769 9.000 3.650
Cross River 63.525 14.489 22.769 10.339 10.928 3.000
Western States 127.618 46.174 34.305 29.107 15.532 2.500
TOTAL 1616.437 203.861 188.878 490.120 707.878 25.700
Source : The Nigerian Journal of Econ. and Social Studies
vol . 17, No. 3, 1975, pp. 247.
1.6 The Study Area
The Cross River State was created in 1967 from the former Eastern 
Region and has an estimated population of 5.5 million and land area of 
28,600 sq.km. There are 17 administrative districts and the estimated 
number of farm families, based on 7.6 persons per family, is 656,000. 
The choice of the the study area is not unique, in that it has certain 
agricultural characteristics in common with most other States;
- * The State's economy is based on agriculture and small-scale 
industries and about 95% of agricultural production is in the 
hands of small-scale farmers. Agriculture employs about 80% 
of the rural population. About 42% of the agricultural 
population is in the active age group(15-60 years). The urban 
population is estimated at 19% while the national average is 
31%. The State's GDP by 1980 stood at N450 million of which 
agriculture accounted for 20%.
- + Average farm income ranges between N323-N929 (or N46-N130
per capita). Comparable figures for other States have been 
quoted; N286, N118, N117.7, N186, for Ogbomosho District of 
Western States (Osuntogun:1974), Bauchi State
(Kohlhathar:1963), Zaria in Kaduna State (Mann:1967), Sokoto 
State (R.E.R.U study:1971) respectively. Although these are 
not recent studies, from the National average (1983) of N300 
per capita, there is every reason to beleive that farm 
incomes in these areas have not improved.
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- * Only 12% of the land is under intensive farming, the rest 
is in various stages of bush fallow. The land use is communal 
ownership, but from 1978, all lands are held in trust for the 
people by the Government.
- + Re-purchase of food crops sold at comperatively low harvest 
prices at high pre-harvest prices. This stems from the 
inability of the household to organise harvested food to feed 
members throughout the pre-harvest months or to store them 
over the year either individually or cooperatively.
- * Some 95% of children of school age attend schools and are 
available for work only on holidays or weekends. About 90% of 
farmers hire labour which is used for land preparation, 
planting,harvesting,etc.2
1.7 The data Base
The data for the study was collected from a cross-sectional survey 
of 200 farmers, undertaken between December 1984 and January 1985, 
engaged in food production in the Cross River State of Nigeria. 
Information on credit covers the period 1975-84. Two stages were 
adopted for selecting of households to be surveyed, the choice of 
method was based on certain characteristics of the area. From the map 
of the study area, it can be seen that the State consists of two main 
districts: the southern and the northern districts. Between these two 
districts, there are variations in climatic and cultural patterns, and 
therefore in the types of crops grown . It is assumed that each of the 
two districts are areas of average productivity in agriculture.
The two districts consist of 17 administrative Areas (LGAs) and 
samples were obtained from eight. Farmers from these areas were 
randomly selected from the list of food crop producers available from 
the Ministry of Agriculture. The choice of eight LGAs was partly due to 
time limitations and partly because some of the areas concentrate on 
other types of agricultural activity such as fishing. Each interview 
was conducted during one visit by the agricultural extension officers 
in charge of the LGA. Confirmation of information collected on loans 
was made at the sources of the loans.
2* Extracts from Federal Ministry of Rural Dev., Report No 0023(1983) 
on Phased ADP 1984-86, several pages. + Extracts from The Nigerian 
Economic Society, proceedings of Annual Conference 1975, several pages.
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1.8 Limitations
Perhaps the most serious handicap encountered during the survey 
was that associated with the lack of record-keeping by farmers. 
Consequently, most of the information collected depended upon the
extent to which the respondents could accurately recall past events. 
The investigator did not have access to files of loan applicants and 
beneficiaries, and therefore, relied on the information (verbal and 
written) given by the respective credit institutions. It might be
mentioned that it was not easy to obtain this information, and specific 
reference is made here to the NACB which gave no cooperation in 
releasing vital information on its activities.
It should be noted that some institutions were quite happy to
quote the various amounts of loans disbursed but were unfamiliar with 
targets for which such loans were committed. It should be mentioned
that the study does not intend to examine the activities of any 
particular cooperative society, but focus attention on the general 
demand and supply situation. Although the data were collected from 
eight LGAs, it is not the intention of this study to examine spatial 
variations, as Government policies are not structured on such lines. 
Suffice to say that the problems associated with data collection in a 
developing economy are enormous and these are highlighted, where 
necessary, in the course of the study.
1.9 The Hypotheses.
There are three major hypothesis to be examined for the study, 
although several other tests are involved. These hypotheses are 
summerised as follows;
(a) There is no preferential treatment as between the type of loan 
distribution agency and and categories of farm size holdings.
(b) The dominance of large farm holdings (if any) in the share of 
distributed loans has no connection to the amount of loans outstanding 
when compared to other categories of farm holdings.
(c) Family consumption expenditures use up a significant proportion of 
rural credit and therefore is the most important variable significantly 
influencing borrowing as well as loans outstanding.
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CHAPTER 2
INSTITUTIONAL CREDIT SOURCES : LENDING PROCEDURE, 
PERFORMANCE AND EVALUATION.
2.1 The Agricultural Loans Board(ALB)
This Board was established in 1972 with the purpose of supporting 
the establishment of new agricultural projects and the expansion, 
modernisation or reactivation of productive ones. Membership of the 
Board is drawn from the various State Depertments, Farmers' Association 
and Government parastatals. The Board is responsible for granting loans 
to farmers, and guaranteeing to banks the repayment of loans made by 
banks. In the administration of funds the Board delegates full 
authority to its loans commitee, established in each Local Government 
Area of the State, to receive and appraise all applications for loans 
and make recommendations to the Board.
2.1.1 Nature of Loans.
The Board grants short, medium, and long-term loans at an interest 
rate that it determines. Short-term loans are subject to repayment 
within two years from the date of issue. These include loans for 
inputs, food crops cultivation and maintenance, harvesting and 
processing of tree crops. Medium-term loans are for a period of two to 
five years from the date of issue, and support (among others) the 
purchase of small-scale agricultural equipment and machines. Long-term 
loans are granted for development projects such as land development for 
food crop cultivation, storage and processing equipment. The land 
development aspect is very important, as most parts of the State are 
covered by various forms of forest vegetation. The period scheduled for 
the repayment of long term loan is between five and ten years.
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2.1.2 Eligibility For Loans.
Those eligible for loans are farmers registered with the Ministry 
of Agriculture, Cooperatives Societies and Farmers’ Associations. 
Others include individuals, partnerships and limited liability 
Companies. Certain conditions must be fulfilled :
(a) the applicant must be properly identified and of good character, 
reputation and standing,
(b) the applicant must maintain an up-to-date auditable account of his 
on-going project,
(c) the applicant must possess the ability to operate successfully the 
enterprise for which the loan is required,
(d) the applicant has enough means, land or capital, which together 
with the loan sought, will be sufficient to operate on a sound 
financial basis, and
(e) the proposed loan be secured and the enterprise operate reasonably 
to ensure repayment of the loan and the interest.
2.1.3 Procedure for Granting Loans
In order to ensure recovery of the loans granted securities 
offered must be in the form of landed properties, buildings or estates 
mortgaged by the applicants and/or their guarantors to the Board. The 
value of mortgaged property must be equal to at least one hundred 
percent of the loan from the Board.
Having regard to the type of enterprise, the Board may grant loans 
to the value of N50,000 to an individual farmer, and up to N100,000 for 
corporate bodies. This requires the Board to co-opt the District or 
Branch Manager of a Bank with whom the Board will guarantee the loan. 
The interest rate to be charged is the result of an agreement between 
the Board and the Bank. Where the Bank has given credit facilities, or 
the Board has made a loan from the fund, it may from time to time and 
until the loan is fully repaid, make an examination or scrutinise the 
borrowers' enterprises to ensure that proper use is being made of 
credit obtained, and that assests used for collateral are intact.
Application forms for loans contain all information and 
declarations required of applicants: a summary of project details and
costs, including the applicant’s own contributons to the project cost. 
After the application has been filled in by the farmer, the loan
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supervisors in each Local Government Area undertake an investigation of 
the applicant and a seperate report is submitted on a prescribed form 
to the Board. This aids the Board in arriving at its decision whether 
or not to grant a loan to the applicant. The loan granted by the Board 
is only provided to fill the gap between the cost of project and the 
farmer's own resources. A contingency of 5-10% of the calculated 
project cost (capital and operating costs) is added to allow for 
changes in prices of materials and for underestimation.
2.1.4 The Performance of ALB.
The ALB is at present dependent on the NACB as its major source of 
funds. Under its agreement with the NACB, a total sum of N2.9 million 
was to be granted as two instalments; the second instalment was to be 
made on condition that the ALB achieved a good performance in respect 
of the first instalment. The initial loan of N1.4 million, the first 
instalment, was made in 1974 by the NACB. Table 2-1 shows the 
disbursement of loans by ALB for the period 1975/78. All loans granted 
by ALB at the moment are short-term.
The total disbursement made to farmers was about NO.8 million and 
what was left (out of N1.4 million given by NACB) was approximately 
NO.5 million. This amount was used on capital and administrative 
expenses for purchases of supervision vehicles, office stationery and 
equipment, and payments of rent for office accomodation. This excludes 
current expenditure on salaries and wages of workers with the Board, 
since these are paid by the State Government. There would be no 
justification however for the Board to divert such a sizeable amount 
from farmers except for the fact that the State Government did not 
fulfill its financial obligations to the Board.
The repayment rate by farmers who obtained loans was not very 
encouraging, and by 1979 a sizeable proportion of the loan granted in 
1975 was still outstanding. Several factors were responsible and these 
are discussed in a following section. The State's commitment to the 
Board for the Development Plan period 1975-80 is given in Table 2-2.
The sum of N3.0 million was proposed for capital expenditure by 
the State Government for the period 1975 to 1980, but by the end of 
1979 only N415,000 had been disbursed to the ALB. From the latter part 
of 1979 until 1984 no further disbursements were made by the State
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Table 2-1: Summary of loan Disbursement by ALB 1975-78
including Loans repayment as at December 1979.
Year lEnterprise
! type
j
j
|
!Number of 
!hectres
!Number of!Total loan 
! farmers '.Disbursed
! I
I ! (Naira)
1 1
% of
loans
repaid
1975/76!Yam ! 237 ! 163 ! 146,273.03 73%
IMaize/ i
!cassava
I
! 322.5 ! 326 ! 131,371.78
f
72%
!Swamp Rice ! 560 ! 99 ! 62,945.50 70%
1976/77!Yam ! 288 ! 186 ! 186,527.93 42.9%
IMaize/ ! 5
!Cassava 
| ! 305.5| ! 271 ! 156,420.87 |
34%
!Swamp Rice I 433 ! 98 ! 80,027.46 66%
1977/78!Swamp Rice
i
! 221 
1
! 88 ! 55,629.75
1
32.4%
TOTAL 2367.0 1231 819,196.37
Source: ALB.
Government to the Board. Since the Board did not ensure prompt
repayment of the first instalment obtained from the NACB, the second 
instalment was not made to the Board until June 1984, when the NACB
advanced N1.0 million. All Loans granted by the NACB to the ALB
attracted the interest rate of 5%, relending by the Board to farmers
attracted an interest rate of 6%.
Short-term loans for 1985 planting season were disbursed by 
December 1984. The only amount available with the Board was that given
by NACB earlier in the year. One thousand four hundred and fifty nine
farmers benefited out of one thousand seven hundred that applied. The 
total requirements from the Board by the loan applicants was
approximately N10.0 million. This means that the Board could only meet
about 10.1% of the demand. However, the minimum area requirement was 
two hectares and the maximum was four hectares. Presumably, these
limits were set to ensure a spread of funds to more farmers.
Table 2-2: The State's Commitment and Actual Expenses 
to the Agricultural Loans Board 1974-80.
Year
Estimated Capital! Actual Expenses 
Expenditure. ! by the State.
I
1
(a) (Naira) !(b)|
(Naira)
1975/76!
| 585,000.00
J 15,000.00
1976/77! 591,000.00 f 185,000.00
1977/78!
|
600,000.00 j
f
200,000.00
1978/79! 609,000.00 j 15,000.00
1979/80!
f
615,000.00 j
t
Nil
Total ! 3,000,000.00 j 415,000.00
Source:(a)Third National Development Plan 1975-80, 
State's Ministry of Economic Development, 
Calabar. Nigeria.
(b) Agricultural Loans Board,
Calabar.
Table 2-3: Loan Disbursement: 1985 Planting
Season.
Type of ! 
Enterprise!
1
f
No. of ! 
Hectres!
i
|
No. of 
Farmers
iAmount of 
!Loan(N)
j
_ |
Maize/ !
Cassava !f
i
772.97 !
i n. a
t
! n.a
i
Yams !
I
163.45 !
|
n. a ! n.a
I
Swamp !
Rice !
|
1
62.45 !
t
n . a
1
! n.a
-1 -
Total ! 998.87 ! 1459 !N1.0 million
Source: ALB
Note : n.a = not available.
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2.2 An Evaluation.
Apart from the fund limitation already discussed, reports from the 
field submitted to the Board indicate the following problems were 
encountered at the inception of the programme :
(a) Loans which were provided in cash and kind were not received 
by farmers on time; in some cases, these got to farmers after 
planting had been completed. As a result of late issue, inputs 
such as maize seeds that eventually got to the farmers were 
either sold or used in making corn meal. Others like fertilizers 
were on retail in the local markets.
(b) Maize seeds supplied from the Research Institute were stored for 
too long before actual distribution to farmers. Consequently, 
their viability was lost.
(c) Farmers engaged in maize production found it difficult to market 
their produce. The difficulty in disposing of the produce was 
acute, in the sense that the new variety of maize had no domestic 
consumption appeal and production was encouraged mainly to 
supplement the requirements of the livestock industry, which at 
that period depended on imported maize.
From the Board's viewpoint, lack of vehicles for supervision and 
distribution of inputs, inadequate trained personnel to handle loan 
duties and low coverage were the basic constraints. From the farmers' 
reasoning, there were unauthorised levies (ranging from five to ten 
naira per form) on application forms by field staff. If this 
information is correct, it can be inferred that only those farmers who 
were able and willing to pay such levies had access to application 
forms.
From the preceeding discussion of the activities of ALB, it can be 
argued that its performance after inception was very poor. In 
particular, late receipt and subsequent sales of maize inputs implies 
that the farmers' seed reserves were local varieties and the envisioned 
target for the livestock industry could not be achieved. Since the 
Board does not link marketing to its activities, lack of marketing 
outlets acted as a disincentive to further participation by farmers.1
The poor performance of the Board is further reflected in loans 
outstanding by 1979. Evidence derived from field reports attests to the
1It is necessary to point out that the Grains Board was only 
established in 1978, but even then, their locations were not easily 
accessible for farmers who live in remote villages.
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fact that farmers were generally reluctant to service their loans not 
on the basis of lacking repayment capacity, but because they felt 
disappointed by the Board. Untimely release of loans (cash and kind) 
and the fact that the activities of the Board were interrupted for 
about five years when the Board could not grant loans because of lack 
of funds, did not give the farmers any confidence in its continuity as 
a predictable and reliable source of credit.
The "incremental credit policy" adopted by the Board assumes that 
the input of labour will be mainly that of the family and therefore the 
cost of operations are grossly underestimated. It has already been 
stated (in chapter 1) that anticipated inputs of family labour are not 
feasible, in view of the fact that about 95% of children of school age 
attend school, and can only be available for farm work either on 
holidays or weekends.
2.3 The Federal Government Agricultural Credit Guarantee Scheme Fund 
(AGCSF).
The agricultural purposes for which loans can be guaranteed by the 
Fund are those connected with :
- the establishment or management of plantations for the 
production of rubber,oil palm, cocoa, tea, and similar crops;
- the cultivation or production of cereals, tubers, fruits of 
all kinds, cotton, beans, groundnuts, vegetables, pine­
apples, bananas and plantains;
- animal husbandry; poultry, cattle rearing, piggery and the 
like, and fish farming.
2.3.1 Eligibility.
The Security which may be offered to a bank for loans under the 
scheme may be one or more of the following;
(a) a charge on land in which the borrower holds a legal interest or a 
right to farm, or a charge on assets, crops or livestock.
(b) a charge on the movable property of the borrower, a life assurance 
policy, stocks and shares.
(c) a personal guarantee, or any other security acceptable to the bank.
Safeguards on loans require that where a loan, or any part of it,
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is sought under the scheme for the purchase of livestock, machinery or 
farming equipment, the loan or that portion of it be paid by the bank 
to the supplier, who must furnish it (the bank) with a copy of the 
delivery note or other documents as evidence of delivery. Prospective 
borrowers in the scheme who apply the loans for purposes other than 
those for which the loans were given may be imprisoned for five years. 
There are, however, limits on the Fund in respect of guarantees.
2.3.2 Liability of the Fund.
The maximum liability is fixed from time to time by the Minister 
of Finance. In 1984 the liability of the Fund was 75$ of the amount in 
default, net of any amount realised by the bank from the security of 
borrowers. This is subject to a maximum of N50,000 in the case of 
individuals, and in the case of a co-operative society or a corporate 
body, a maximum of N1.0 million is allowed (see Appendix A). Until 
December 1984 the authorised interest rate charged under the scheme to 
an individual was 7$, and 6$ to institutions that borrow to re-lend. 
With effect from January 1985, under a new credit guideline issued by 
the Central Bank, this rate has been revised to between 8-9$ (Table 
2-4) .
Table 2-4: Authorised Bank Lending Rates
1982 1983 1985
Lending Rates Maximum
Minimum
14.0
10.5
1 3 . 0
9.5
Preferred Sector 
Less Preferred
Maximum
maximum
12.5
14.0
11.5
1 3 . 0
Agric. Production Rate 7.0 7.0 8-9
Agric. Marketing 10.5-11.5 9.5-11.5
Savings Deposit 8.5 7.5 8.5
Source: Central Bank, op. cit., pp.56.
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2.3.3 Issue of Guarantee Certificate.
One of the conditions for a guarantee under the scheme is that the 
Fund will have the right to inspect the books and accounts of the 
participating banks in respect of the guranteed loans, and the bank 
will secure for the Fund suitable undertakings from the borrowers. When 
the Fund receives an application for guarantee from the bank, it will 
issue a certificate to the bank and the Fund shall not be required to 
sign any other document.
2.4 The Commercial Banks
The commercial and other banks participating in agricultural 
sector credit programme do so mainly through the AGCSF. Before the 
establishment of the Fund, the part played by these institutions was 
insignificant. The following reasons have been advanced for their 
inactivity :
(a) Securities that farmers can mortgage for agricultural loans are 
not found to be suitable. The farmers can only secure their 
land beause they are poor, and within the rural setting, land 
has no value as security since in most cases, it is communally 
owned and the individual has no transferable rights.
(b) Long gestation period in agricultural production can not meet 
the short-term requirement usually extended to borrowers by 
commercial banks.
(c) Agriculture is full of uncertainties; price fluctuations and the 
vagaries of weather, this raises doubts about the profitability 
and repayment capacity.
(d) Fragmented and uneconomic holdings predominating in the rural 
agricultural scene reduce the credit worthiness of intending 
borrowers.
In view of these constraints, the commercial banks' involvement in 
the agricultutal sector has been mainly in marketing. Loans have been 
extended to the Marketing Boards for purchases of produce, mainly for 
exports. However, the commercial banks grant loans indirectly to the
2communal ownership was applicable until the Land Use Decree was 
established in 1978 whereby all land is held in trust by the Government 
for the people and the right to land usage can only be established by 
an individual through a certificate of occupancy issued by the 
Government.
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agricultural sector through Credit and Financial Institutions. The 
Central Bank's credit guideline (1978 admendment) made provisions 
whereby any shortfall in loans to the agricultural sector would be 
channelled to the NACB. Up to 1984, the percentage of loans and 
advances to total loans in respect of agriculture, that must be made by 
commercial banks and others were (monthly average) 4-10%. By January 
1985, (under new guidelines) this ratio has been raised to 12% for 
commercial banks.
2.4.1 Comparative Analysis of Loans Guaranteed by AGCSF by Purpose
Table 2-5: Analysis of AGCSF Loan by Purpose:
National Totals.
Cumulative 
no. of 
Loans
Enterprise
! Value
j
|
(millions) !
j
1
No. of Loans
! 1981 1982 1983 !
| _
1981 1982 1983
A Livestock 1 j
(1) Poultry 1397 120.802 20.345 20.167! 246 269 254
(2) Cattle 233 ! 3.297 446 587! 17 47 94
(3) Fishery 12 ! nil 039 1.517! nil 2 3
(4) Others 56 ! 1.647 1.044 1.034! 12 4 11
Sub Total 1698 25.147 21.875 23.364 275 322 362
B Food Crops j 1
(1) Grains 2304 ! 6.085 4.920 5.858! 546 478 492
(2) Root/Tubers 771 ! 1.358 785 2.344! 156 180 244
(3) Mixed Farming 129 ! 1.128 777 1.998! 30 5 20
Sub Total 3204 8.573 5.784 10.201 732 663 756
C Cash Crops I j
(1) Oil palm 27 ! 0.039 0.496 0.076! 5 4 3
(2) Rubber 2 ! 0.063 nil nil ! 2 nil nil
(3) Cotton 154 ! 0.428 0.065 0.109! 46 9 19
(4) Groundnuts 194 ! 0.480 0.012 0.055! 49 7 23
(5) Cocoa 22 ! 0.020 0.007 0.092! 5 2 5
(6) Others 794 ! 0.889 3.528 2.407! 181 69 165
Sub Total 1193 1.921 4.104 2.741 288 91 215
Grand Total 6095 35.642 31.763 36.307 1295 1076 1333
Source: Central Bank (1983), op.cit. pp. 111.
The total number of loans granted since the inception of the 
scheme (1978-83) were 6095 with a value of N175.5 million (Table 2-5). 
A comparetive analysis for the period shows that the number of loans
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increased in 1983 by 23.9% from the 1982 level. In value terms, this 
was an increase of about N4.5 million. This achievement was reasonable 
compared with a decline of about N3.4 million or 10% in 1982 against 
the 1981 level.
In 1983, the amount of loans on livestock and food crops rose by 
75.5 and 6.8 percent respectively, while that of cash crops fell by 
about 33.2%. There was however a bias (see Appendix B) in agricultural 
subsector allocations, with a greater proportion of loans being 
channelled into livestock, mainly poultry. Poultry producers 
represented 19.5, 25.7 and 19.5 percent of total borrowers in 1981,
1982 and 1983 respectively. The total allocation of funds shows that
they enjoyed 58.4, 64.1 and 56.7 percent of loans in 1981, 1982 and
1983 respectively. A similar pattern applies to loan distribution in 
the study area (Table 2-6).
Table 2-6: Agricultural Loans Granted by the Commercial Banks
to the Farmers in the Cross River State of Nigeria 1980-84.
Type (1)
of
enterprise
! Farmers ! 
! (2) ! 
!No. % !1 1
Total amount ! 
disbursed !
(naira) (3) !
% of (3) in 
total loan 
(4)
Poultry ! 74 38.95! 3,287,270 ! 55.99
Food Crops ! 89 46.84! 1,448,793 ! 24.24
Piggery ! 5 2.63! 612,550 ! 10.25
Feedmill ! 3 1.58! 304,000 ! 5.09
Fisheries i !
(sea-fishing) ! 5 2.63! 60,800 ! 1.02
Oil palm ! 2 1.58! 25,000 ! 0.42
Cocoa ! 8 4.20! 104,310 ! 1.74
Cattle ! 1 0.52! 47,000 ! 0.79
Rubber ! 2 1.58! 63,740 ! 1.06
Goat rearing ! 1 | 0.52!| 24,500 ! 0.40
TOTAL
j
! 190
t
100.00! 5,977,963 ! 100.00
Source : Survey data obtained from various commercial 
banks and Central Bank in the State
In this respect, one hundred and ninety farmers received loans for 
various agricultural projects, and a sum of approximately N6.0 million 
was committed. While these amounts represent a sizeable investment in 
the agricultural sector, for a State with multiple socio-economic 
problems, they went to very few people. Apart from the fact that most
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of the poultry projects are located in the urban and suburban areas, 
and are therefore easilly accessible, there is a relatively high demand 
for poultry products as an alterntive to fish products, which form the 
major source of protein in the area. Other factors include the higher 
level of development of the poultry industry, and the fact that the 
ecology of the State hinders the development of certain types of 
1ivestock.
2.5 The AGCSF Programme: An Evaluation.
The relative importance of commercial banks, as pointed out by 
Johnson (1974), in allocating resources from the surplus to the deficit 
sectors is primarily due to the fact that other types of financial 
institutions capable of performing similar functions are either lacking 
or are in short supply. Therefore, policies of selective credit 
control have been adopted to achieve a high level of savings and 
investment and to ensure that funds available are directed to what are 
socially desirable, more especially as the activities of commercial 
banks centre on commerce rather than production.
These policies seek to protect the ill-organised sectors whose 
activities are not favoured by existing credit institutions. Assuming 
that there is sufficient justification to force the commercial banks to 
comply with the requirements of the agricultural sector, it is 
necessary that they must acquire some expertise in the new area and 
consequently be able to assess the credit needs of their new clients. 
This acquisition of new skills implies extra costs for the banks. There 
is also the problem of the desired rate of interest on borrowed funds. 
This is fixed by the Central Bank at a comparatively lower level than 
what the banks normally charge (7% as against 10-14% charged by the 
banks).
The third area of conflict arises from the objective function of 
the credit institutions, which is mainly that of profit maximisation, 
and is contrary to the desired societal objective typified by 
programmes that seek to improve the general welfare of the rural 
people, such as the current credit schemes. The net effect of the 
current agricultural credit guidelines is to further increase the 
uncertainties and risk faced by commercial banks, particularly as the
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credit guidelines undergo annual changes. Currently, the Fund has not 
been able to meet the claims of participating institutions in the 
programme (table 2-7), and hence is indirectly discouraging the banks 
from granting further loans. The outstanding claims yet to be settled 
because of defaults stood at N6.5 million by 1983.
Table 2-7: Loans and Claims Outstanding- All Institutions,
(Millions) Agricultural Credit Guarantee Scheme Fund.
CUMULATIVE LOANS CUMULATIVE CLAIMS
!GUARANTEED
1
REPAID !OUTSTANDING 1 SUBMITTED 1 PAID 1BALANCE
t 1
YEAR! No.
_ _ i _
Amt No. Amt!No.
_ i __
Amt 1 No. Amt. 1 No.Amt.!No.
i __ _ i_
Amt.
!
198113,686 111.5 424
j
6.3!3,264 105.1 1 38 0.61
; ;
1 nil nil! 38 0.61
198214,762 143.2 684 10.014,078 132.3 1180 3.34 139 0.241141 3.14
198316,095 179.5 1,038 14.315,057 165.2 1226 6.95 124 0.111163 6.58
Source: Central Bank of Nigeria, op. cit. pp. 114.
Within the limits and liabilities of the Guarantee Scheme Fund, 
the Federal Government is responsible for 75$ of the amount in default, 
net of any amount realised by the banks from the securities of the 
borrowers. This still leaves the banks with substantial risks to the 
extent of 25$, which is necessary, as otherwise banks would merely
grant loans without concern about their usage and recovery. It is 
therefore not likely that their rigidity in granting loans to this 
sector will be relaxed and/or there will be elements of bias in the 
subsector allocation, as is evident in Table 2-5 and 2-6 where mainly 
the poultry activities stand to gain.
Finally, since these policies are intended to modify the 
investment decisions of borrowers, as well as alter the lending
policies of the banks, it will be necessary to check loan utilisation 
effectively. A particular point in case is that most of the loans
granted by commercial banks benefited politicians and their affiliates. 
This is evident from the list of borrowers available from the Central 
Bank (branch office) in the study area. In some cases, the projects
for which loans were granted in 1982 are yet to start.
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2.6 The Nigerian Agricultural and Cooperative Bank (NACB)
The NACB bank has branches in each State capital and its 
headquarters at Kaduna. The aims and objectives of the bank are:
(a) to assist the Government in its policies and efforts to boost 
food production through credit delivery vis-a-vis employment 
generation. In this respect, the activities of the bank extends 
to horticulture, poultry, piggery farming, fisheries, forestry 
and timber production, and the marketing of such products.
It finances and encourages agro-based industries,
(b) provision of raw materials for local industries as a direct 
requirement of the first objective , and
(c) to expeditiously attain a level of of self-reliance by achieving 
the first and the second objectives .
2.6.1 Organisational Setting.
The bank is controlled by a board of directors and three main 
departments are involved in the loan process: namely, the Project and
Consulting Department, which conducts feasibility studies of projects 
when the client submits an application. Projects which are economically 
and financially viable are recommended to the next department, the 
Operations department. This department makes its own study in order to 
ratify the recommendations of the former. The Administration and 
Finance Department deals with the disbursement of loans.
2.6.2 Types of Lending
Three forms of lending are special features of the bank: direct, 
indirect and smallholder lending. For direct lending to individuals, 
agencies and limited liability companies, applicants must have a tax 
clearance certificate issued by the Board of Internal Revenue. This is 
to ensure that those benefitting from the loan have performed their 
civic responsibilities by paying their taxes promptly. In addition the 
applicant must have a deed of title to land, and the contribution of 
the applicant to the project cost must be a minimum of 40$ of the total 
loan sought from the bank.
Indirect lending involves such bodies as the Cooperative 
Societies, and other Government Agencies such as the ALB who borrow to 
re-lend. The bank requires that such loans be guaranteed by the 
Government. The last category of lending concerns small producers who 
have no security or deed of title to land, in these cases the applicant
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is required to provide a guarantor who must secure an acceptable asset 
with the bank, the maximum loan in this category is N5000.
The additional requirements are evidence of sound management 
ability, sufficient land to carry out the project and being fully 
engaged in farming. For the small farmers, a written farm plan and 
budget are required at the time of application. This is prepared by 
the farmer and the production technician employed by the bank. The 
technician frequently visits the farmer to monitor the use of the loan, 
as well as helping him in the implementation of the farm plan.
2.6.3 Nature of Lending
The bank grants short, medium and long-term loans. Short-term 
loans are usually seasonal in nature and are mainly for the purchase of 
agricultural inputs at the beginning of the planting season and for 
marketing. Seasonal loans are recoverable within a year, usually after 
harvest. The time duration for repayment of short-term loans extends to 
two years, while medium-term loans are repayable within two and five 
years. Medium-term loans are mainly granted for enterprises such as 
poultry and piggery whose gestation periods extends over one year. 
Long-term loans are for enterprises with very long gestation periods, 
such as cattle rearing and tree crops production. Because of the risk 
factor, and the gestation period involved with these types of 
enterprises, loans are usually made to beneficiaries by instalments. 
The duration of repayment is between five and fifteen years.
The proposed expenditure of the bank in the State for the period 
1975-85 was given by the Chief Executive of the bank as N27 million, 
out of which the underlisted beneficiaries have received the amounts 
specified (Table 2-8).
Since these loans were granted at the headqurters of the bank in 
Kaduna before the opening of the State’s branch of the bank in 1980, it 
is difficult to ascertain (except in the cases of ALB earlier discussed 
and the Basin Dev. Authority for which no repayment has been effected) 
the level of repayment.
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Table 2-8: Loan disbursement by NACB 1975-84.
Agencies Ammounts
Sermwood Industries ltd N3.1 million
Agid fisheries project 1.0
Agric.Loans Board 
Cross River Basin Dev.
2.4
Authority 5.0
Consumers Coop. Apex 
(CRICCA)
2.0
Echaka Cattle Ranch 
Special Smallholders
2.0
Scheme 2.0
Total 17.4
Source : Press Briefing by NACB's Chief 
Executive, Calabar 06/12/84.
2.7 An Evaluation
The investment activities of the bank cover areas not connected 
with agriculture, such as real estate investment. This seems to 
conflict with the main objectives of the institution, as well as 
Government policies. Such undertakings not only divert the attention 
of the bank into more lucrative areas, but also reduces the chances of 
funds going to the farmers.
The coverage of the bank in each State is very low, with the only 
branch located in the capital city. In the study area, the institution 
is expected to service an estimated 650,000 farm families located in 
remote villages, and with its current staff strength this seems an 
impossible task to accomplish. In addition, the cost of tranportation 
to and from the branch office is highly prohibitive for the ordinary 
farmers, more especially when it is quite clear that several such trips 
have to be made between the time of application and final disbursement 
of loan.
Although the extent of the bank's commitment in the smallholder 
scheme can not be established due to lack of information, it may not be 
incorrect to suggest that the bank finds it easier to deal with 
Government institutions and other agencies than the individual farmers. 
This is evident from its allocation to smallholders which was only 
11.5% of its total commitment to the State for the period 1975-84.
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2.8 Informal Sources
2.8.1 Moneylenders
Moneylenders are well established in Nigeria and their importance 
in the rural setting increases with lack of formal credit institutions. 
It is difficult to be precise about the interest rates charged by 
moneylenders, but these are generally stated to be exorbitant. In 
relation to their operations, Ghatak (1976:15) identifies the following 
characteristics;
(a) Moneyleders have a very good knowledge of the character and 
repayment capacity of their borrowers and they can be both 
rigid and elastid in their operations.
(b) Loans are largely granted against personal security and they 
have different types and extent of control over the borrowers.
Such forces are mainly socio-economic in character. The social 
aspects can take the form of loss of face or local prestige 
within the community.
These reflect the true characteristics of moneylenders in many 
countries such as India, they are also appropriate to the situation in 
Nigeria.
2.8.2 Osusu Clubs
These clubs have voluntary membership and are concerned with 
savings, loans and mutual-aid matters. The activities of these clubs 
are also evident in the cities. Their operation requires that a member 
pays in some stipulated amount agreed to by all its members. These are 
collected by the organisers of the clubs and handed over to the member 
who takes his turn on a fixed meeting day. Such meetings can be 
weekly, fortnightly or monthly at the convinience of all the club 
members. Accepting a turn is usually the choice of individual members 
and depends on the magnitude of this individual’s financial problems.
If two members have the same preferential dates this is usually 
resolved by the organiser, and it is also usual that a member foregoes 
his turn in a situation where another member is experiencing unexpected 
financial problems. Only the last recipient receives an amount equal to 
his own contribution. The contributions do not attract interest, since 
the clubs do not embark upon any projects. The recipient of a revolving 
fund receives a form of credit which is repaid at a future date on the 
basis of contributions.
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2.8.3 Town Unions
These are essentially a collection of people living in towns or 
cities that originate from the same village. Membership of a town union 
is voluntary and embraces both the elites and the illiterates in the 
community. Members have contributed funds for their general welfare, 
these include the financing of many small-scale businesses. They have 
also financed community projects in their villages such as cottage 
hospitals, rural electrification and piped water. The organisation of 
these unions are along modern lines, they operate bank accounts and 
members can borrow funds from the unions in times of financial need.
The granting of such loans require guarantees from other members, 
although in some cases the integrity of the borrower may be sufficient. 
The rates of interest are determined by the union executives but 
generally these are quite low. Funds for lending come from fines and 
monthly dues, and membership registration fees. Project funds are 
mainly special levies on members and other funds raised at annual 
ceremonies whereby special invitees make donations in support of union 
projects. In most cases, membership of town unions exceed one thousand 
and therefore their funds are quite sizeable.
2.8.4 Traders and Middlemen
These extend pre-planting credit to farmers for payment of labour 
costs and purchase of seeds for planting, and also undertake harvesting 
of farmers' crops. The costs are deducted by taking the equivalent of 
the harvest, and a small bonus, while the remaining crops are then paid 
at prices agreed to by both parties. These prices tend to be quite low 
compared with actual farm-gate prices, as the traders and middlemen 
impute the cost of transportation of produce into their bargaining 
position.
2.9 Chapter Conclusion
The conclusion that can be drawn from this chapter is the fact 
that rural credit market is distinctively dualistic, involving the 
informal and formal sectors. The traditional institutions perform 
similar functions with formal institutions in terms of credit extension 
but because of the absence of statutory regulations on their 
operations, their functions are crude. Nevertheless, they have
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contributed immensely to encouraging thrift and promoting general 
business in the absence of the formal sources.
Formal lending institutions tend to behave in isolation rather 
than as a part of the rural setting, as is evident from the bureaucracy 
existing in the system. The problems created by these situations leads 
to lack of competition among lenders and an inelastic supply of 
agricultural funds for investment, even when the demand for credit is 
high. In other words, there is little or no link between the two 
sectors. The lack of information on the number and volume of business 
of informal sources, makes it difficult to establish the extent of 
their contributions to the economy as a whole.
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CHAPTER 3
THE CHARACTERISTICS OF SELECTED SAMPLE.
This chapter seeks to establish the similarities and dis­
similarities between the different categories of respondents. It is 
quite obvious that respondents' characteristics differ in certain 
respects and consequently the procedure adopted by lending institutions 
in assessing their applicants for loans are also likely to be 
different. The following categories of respondents are examined;
(a) Borrowers and Non-borrowers
(b) Cooperatives and Non-cooperatives respondents
(c) Borrowers by different sources of credit
Table 3-1: Decomposition of the Selected Sample
Respondents
!Coop.
!Members
I
!_ ___
Non-Coop. 
Members
Total
Number ! 118 82 200
Number) ! 53 54 107
Did not need credit ! 6 12 18
Did not apply ! 35 31 66
Applied but not granted ! 13I
10 23
Borrowers (number) ! 65 28 93
Moneylenders ! 4 1 5
Friends and Relatives ! 14 7 21
Formal Institutional sources ! 47 20 67
Source: Survey Data.
3.1 Decomposition of Selected Sample.
The sample composition shows that out of 200 respondents surveyed, 
118 were members of the cooperative societies while the remaining 82 
were not cooperative members. Those who did not obtain loans from any 
source were 107 respondents. Among the non borrowers, 18 did not
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require credit for agricultural purposes for the period (1975-84) 
covered by the survey. This reduces the effective number of 
non-borrowers to 89 persons. There were 66 respondents (out of 89) who 
did not aplly to any institution, but would have needed credit, while 
23 applied but were not granted credit. Of the total number of 
borrowers 67 borrowed from formal institutions while 5 and 21 borrowed 
from moneylenders, friends and relatives respectively.
3.2 Land Distribution of Respondents.
Land ownership is a very important factor, not only in the food 
production process, but also as a necessary condition to be met by loan 
applicants. In some credit institutions, upper and lower limits are set 
on land requirements, mainly due to fund limitations and the desire for 
credit to reach many farmers. In the study area, land ownership is an 
important status symbol, conveying the impression of wealth for the 
individual owners. Table 3-2 shows the mean land holding by categories 
of respondents, non-borrowers and borrowers by source of credit.
Table 3-2: Average Land Distribution of Non-Borrowers and
Borrowers by Credit Source.
Respondents !
I
1
Source of Credit !
________________ _ i
Cooperative
Members
N/B ! M/L !
?
F/R!
____i
! Non-Cooperative 
!Members
1
F / S !N/B ! M/L*! F/S
1 1 !
! F/S
t __
Respondents1(No.)!
f
53 !
f
4 J
|
14 !
1
47 ! 54 !
1 t
1 !
f
7 ! 20
1
Farm size Max. ! 15.0! 2.0 i
: : : 
3.1!5 6.0!10.8! 0.5 ! 2.0
!
! 32.0
(Ha) Min. !
f
C\Joo 0.8 J
f
1.0!
1
1.0! 0.1! 
i i
0.5 !
i
0.5 ! 1.5
f
Mean ! 02.0! 1.5 1
:
2.0!
: : 
3.0! 1.7! 0.5 ! 1 .5
:
! 4.7
Std. Dev. ! 02.1 ! 0.5 J 0.6!
1
5.1! 1.5!
I 1
0.5 ! 
|
0.7 ! 4.8
1
Respondents with !
!
! 1
:
!
: !
! ! I
!
!
Scattered parcels! ! 1 ! ! ! 1 1
of Farmlands(No.)! 53 ! 4 1 10 ! 17 ! 45 ! 1 ! 5 ! 6
Note: N/B = Non-Borrowers 
M/L = Moneylenders 
F/R = Friends and Relatives 
F/S = Formal Credit Sources
*Note: Generalising from a single observation is obviously absurd 
However, in order to keep the money lender category 
seperate and retain symetry this has been done.
Source: Survey Data
Table 3-2, the average land holdings were found to vary
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between these categories of respondents and although precise 
information is lacking on the magnitude of each parcel of size 
holdings, some of these are generally considered to be too small and 
uneconomic to operate as profitable farm units. Holdings with scattered 
parcels of farmland are found to be common among non-borrowers, 
constituted all cases of borrowers from money lenders and more than 75$ 
of cases of borrowers from friends and relatives. The proportion of 
respondents with scattered parcels of farmland was found to be slightly 
higher for cooperative members (71.2$) than non-cooperative respondents 
(69.5$).
The average size holdings of farmland for cooperative respondents 
who did not borrow was 2.0 hectares while those of borrowers from 
moneylenders, friends and relatives, and formal credit sources were 
1.5, 2.0 and 3.0 hectares respectively. For non-cooperative 
respondents, the average farm size for those who did not borrow was 1.7 
hectres, whereas for borrowers from moneylenders, friends and 
relatives, and formal credit sources average farm sizes were 0.5, 1.5 
and 4.7 hectres respectively.
Judging from information presented in Table 3-3, the average farm 
size holdings of respondents who did not borrow, or borrowed from 
moneylenders, friends and relatives were below the acceptable average 
farm sizes of borrowers from formal lending institutions. It can 
therefore be assumed that the nature of farm holdings and their sizes 
partly explain why a large proportion of the selected sample could not 
benefit from formal institutional sources of credit.
Borrowers from formal lending institutions have been classified 
into three main groups according to farm sizes as a way of 
differentiating between small, medium and large farm size holdings and 
correspondingly, the porfolio of the farmers. Accordingly, the farm 
sizes that have been established are; less than 1.99 hectares, 2.0 to 
3.99 hectares, and above 4 hectares to represent small, medium and 
large farmers respectively.
^These categories of farm size holding are in line with the pattern 
of land distribution in the study area. It is also reflected in the 
Federal Ministry of Rural Development Report No.0020 (1983:25) on 
Phased Agricultural Development Projects,1984-86.
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Although the distribution of land varies between credit 
institutions, information presented in Table 3-3 on pooled observations 
from formal credit sources show that the concentration of land 
ownership is within the large farm category, 44.1% of the total sample 
constituting 76.8% of total land of respondents. With the exception of 
borrowers from ALB and Cooperative Societies, the rest of the borrowers 
from other formal institutions exhibit a similar pattern of land 
holdings. A Concentration of holdings in respect of borrowers from ALB 
and Cooperative Societies were in the middle category.
There is a wide variation in the average size of farm holdings 
among the clients of these institutions. The average holding is highest 
with borrowers from the commercial banks (12.6 hectares), followed by 
NACB (7.1 hectares), while those of ALB and Cooperative Societies were 
similar with 3.5 and 2.3 hectares average farm size holdings 
respectively.
Table 3-3: Land Distribution According to Small, Medium 
and Large Size Holdings: All Formal Institutions
!Commercial 1 ALB 1 NACB 1 Coop.Soc 1A11 Inst.
Farm '. Banks
Size [Farmers Land 1 Farmers Land 1 Farmers Land 1 Farmers Land 1 Farmers Land
(ha) ! % % 
i
1 % % 1 % % 1 % % 1 <v: 'D sf>
Less j
than ! 7.67 0.60 112.12 6.12 1 8.33 2.14 155.56 34.58 116.18 4.0
1.99 i
2-3.99115.38 3.10 163.69 53.57 1 8.33 4.29 133.33 47.37 139.70 19.20
4- 56 176.92 96.30 
|
124.24 40.31 183.34 93.57 111.11 21.05 144.12 76.80
Mean
Sizes
j
1 12.6 1 3.5 1 7 . 1 1 2.3 1 5.8
Number 13 1 33 12 1 9 1 67
Source: Survey Data.
3.3 The Hypothesis and Test.
The first hypothesis tests whether or not formal lending 
institutions exhibit preferential treatment towards certain categories 
of loan applicants. Since we cannot measure "preference" on a continous
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scale, the chi-square test has been adopted for the study. Although 
this involves a weak scaling, it is intuitively obvious for this study. 
The test helps in determining whether or not relationships exist 
between loan distribution and farm levels.
This is done by computing the cell frequencies which would be 
expected if there is no relationship between loans and farm sizes. The 
expected cell frequencies are compared with actual values found in the 
table according to the following formula;
k
^ ( n i-npi)2
X = i= 1--------with (k — 1) degrees of freedom.
nPj_
where n^=the observed frequency of loan in each farm level
npi '■he expected frequecy of loan in each farm level calculated 
as;
(Giri)/N
c^= the frequency in a respective column totals 
rn. = the frequency in a respective row totals 
N = the total number of observations
The greater the descrepancy between observed and expected values,
the larger the chi-square becomes and, depending on the significance
level, a smaller chi-square value indicates that a systematic
relationship exist between loan distribution and farm holdings.
2Consequently, the hypothesis will be rejected if X at a given
2significance level is greater than tabulated X . The hypothesis to be 
examined is stated as follows;
Ho: There is no preferential treatment between loan distribution 
and categories of farm size holdings.
HI: The equality does not hold at least for one category.
The contingency table (Table 3-M) shows the distribution of loan 
by size of farm holdings. The result, using the three categories ofp
farm levels with six levels of loan, has the X value of 27.6. The 
tabulated X2 value with 10 degrees of freedom is 18.31 at the 0.05 
level of significance which is less than the calculated value. The 
hypothesis is rejected and the alternative accepted. We therefore
conclude that there was preferential treatment in loan distribution.
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Table 3-4: pContingency Table for X Test: Loan Distribution 
by Farm Sizes.
Farm Size !
(ha) !
___  i
Less than!
1.99 !
_ _ !
2 - 3.99 !
!
_ i
Above 4 ! Total
1
! __
No. of !
Farmers !
|
!
15 !
i
»
33 !i
19 ! 67
i
Percentages ! 22.3 !
i
49.3 !
i
28.4 ! 100
i
Observed !
Freq.Loan(N)!
f
I
11,500 !
i
j
45,800 !
t
189,808
»
! 247,108
i
Percentages ! 4.7 ! 18.5 ! 76.8 ! 100
Source: Survey Data
<(ni-npi)2
X -i = 1------ = 27.6
npi
Tabulated X^ =18.31 at 0.05 level of significance 
Degrees of Freedom=10
It is however difficult to establish the exact direction of 
preference by the test, nevertheless, judging from the proportions of 
loans going into each category, as shown in Table 3-4, it can be 
concluded that the medium and large farm units have preference over the 
small farm units. Nevertheless, since the data are pooled
observations, the noticeable preferential treatment was common to both 
cooperative and non-cooperative borrowers.
The second hypothesis is closely akin to the first and concerns 
loans outstanding in each category of farm size. The contingency table 
is presented below and the hypothesis to be examined is:
Ho: The dominance of large size holdings in the distribution of 
loans has no connection to the amount of loans outstanding 
compared to the other categories of farmers.
HI: The equality in the distribution of outstanding loans is not true.
The result, using the three farm levels and six levels of loan, 
gives a value of X2 = 22.03 (degree of freedom=10). The tabulated
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t-value equals 18.31 at the 0.05 level of significance. The hypothesis 
is rejected and the alternative accepted.
Table 3-5: Contingency Table for X2Test on Loans Outstanding.
Farm Sizes 
(ha)
Less than 
1.99
! 2.0 - 3.99 ! 
! !
-I f
Above 4.0 !Total
I
|
Number of 
Farmers 10
! I
! 28 ! 
i i
18
j
! 56
Percentages 17.9 ! 50.0 !
\ \
32.1 ! 100 
|
Observed Amount of 
Outstanding loan(N) 5,018
! I
! 28,019 !
i i
148,502
1
!181,539
i
Percentages 2.8 ! 15.4 ! 81.8 ! 100
Source: Survey Data.
3.4 Characteristics of the Selected Sample: The T-Test.
In the assessment of loan applicants by formal lending 
institutions, the following characteristics (which are discussed in 
subsequent chapter) have been found to play an important part in the 
study area:
(1) Other sources of income(secondary income).
(2) Total land available for agricultural purposes.
(3) Land currently being cultivated and type of activity.
(4) Farm income. This calls for records of past net returns to
farming.
(5) Outstanding loans against the applicant.
(6) Cost of Investment; current and capital expenditure.
(7) Family financial commitment(expenditure).
(8) Age of the applicant.
(9) Educational status of the applicant.
Unfortunately the missing variable here is farm income. Since 
farmers usually consume part of their farm output, it was not possible 
to carry out an on-the-spot assessment due to time limitations. In
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order to present a comparison between categories of respondents, and 
therefore the likely judgement of lending institutions, the t-test is 
used. This test is used to determine the differences between the 
effects of the variables rather than their impacts. The formula for the 
t-test is given by the following;
T
(5T1-X2)-(U1-U2)
/ -------- ------
\/ S^/n-^-l + S V n 2~l
[(S2)/ni +<s2)/n1]
Degree of Freedom = ------------------------
[(S2)2/n1/n-l]+[(S2)2/n1/n-l]
This formula is an approximation to t-test since the distribution 
of the respondents, by sources of credit, did not have the same 
variance. The basis of comparison is the mean and the hypothesis is
therefore stated as follows;
Ho: The mean for the paired group of insttutions are the same.
HL: The mean are different.
If the probability derived from the calculation is smaller than 
the tabulated t level of significance chosen, the hypothesis is 
rejected and the alternative accepted. The results of the test are 
given in tables 3-5 and 3-6. The level of significance chosen was 0.05.
From Table 3-6, the pattern of family expenditure among the 
various respondents of formal lending institutions were found to be
similar; that is, there was no difference in the means. There are 
however similarities between borrowers from ALB and cooperative 
societies in all aspects, except land under cultivation which earlier 
on was found on the average to be higher for ALB.
There was no significant differences between borrowers from
commercial banks and NACB except in the attributes of current and 
capital expenditure. This can be explained by the fact that commercial 
banks (on the average) grant bigger loans and therefore recipients 
could invest more on current and capital expenses. Borrowers from these 
two categories of financial institutions were found to be similar to 
others particularly in the attributes of family expenditure, and to
some extent in secondary income and age.
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Table 3-6:
The Result of T-Test Comparing Mean Characteristics
of Respondents.
Groups ! (1) (2) (3) (4) (5) (6)
! ALB ALB ALB NACB NACB C/Banks
! & & & & & &
Variables ! NACB | C/Banks Coop. C/Banks Coop. Coop.
! -3.80 -2.51 1.76 -1.81 4.53 2.69
Total Farmland !(13.64)i (12.08) (15.60) (12.70) (16.15) (12.19)
Cultivated Size ! -2.25 -2.38 2.62 -0.44 4.40 4.33
!(29.67)i (24.51) (17.04) (22.04) (16.35) (19.30)
Current Exp. ! -8.68 -3.88 0.56 -2.31 6.78 3.93
!(12.20) i (12.00) (8.96) (12.46) (18.75) (12.63)
Capital Exp. ! -5.41 -3.77 0.00 -2.31 5.41 3.77
1(11.00)t (12.00) (13.55) (11.00) (12.00)
Family Exp. ! -2.19 -1.39 -1.70 -0.99 1.20 1.22
!(11.12) i (12.00) (8.31) (12.75) (16.47) (12.22)
Secondary Income ! 1.70 2.40 -0.11 0.67 -1.56 -2.12
!(38.85)i (43.60) (18.91) (21.91) (14.07) (12.45)
Education ! -4.59 -2.73 0.81 -2.04 3.97 2.82
!(13.32)i (12.05) (9.62) (12.46) (18.38) (12.48)
Age ! 2.69 1.70 -0.11 -0.72 -1.82 -1.22
! (21.02) 1 (21.25) (10.88) (22.97) (14.07) (15.06)
Loan Outstanding! -6.34 -3.21 -1.48 -2.14 5.96 3.16
! (11.18) (12.01) (12.14) (12.63) (11.75) (12.02)
Note: Significance Level chosen is 0.05 and the result of 
Hypothesis is presented in Table 3-6.
Figures in parenthesis are degrees of freedom.
The education level of borrowers from commercial banks were on the 
average found to be quite high, 9.5 years of schooling. Education 
attainment was found to be poorest among the cooperatives, 1.7 years of 
schooling, while those of NACB and ALB were found to be 3.9 and 2.0 
years of schooling respectively. The average age of respondents was 
lowest among NACB borrowers, 39 years, and highest among the borrowers 
from cooperative societies, 46 years. This was 41 years in the case of 
borrowers from commercial banks, and 45 years for those of ALB.
In conclusion, we have found that a sizeable proportion of the
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Table 3-7: Result of Hypothesis using T-Test.
Groups
Variables
! ALB 
! &
! NACB 
|
ALB
&
C/BANKS
ALB
&
COOP.
NACB
&
C/BANKS
NACB
&
COOP.
C/BANKS
&
COOP.
Total Farmland
!
! NO NO YES YES NO NO
Cultivated land ! NO 
(
NO NO YES NO NO
Current Exp. ! NO 
|
NO YES NO NO NO
Capital Exp. ! NO
i
NO YES NO NO NO
Family Exp. ! YES 1
YES YES YES YES YES
Secondary income!YES 
1
NO YES YES YES YES
Education ! NO 
|
NO YES YES NO NO
Age ! NO 1
YES YES YES YES YES
Loan Outstanding! NO NO YES YES NO NO
Note: YES signifies acceptance of null hypothesis.
Source: Survey Data.
respondents could not borrow from formal institutional sources because 
the size of holdings which were either fragmented, and therefore 
uneconomical to operate as profitable units, or on the average were 
below the acceptable sizes of formal lending institutions. 
Consequently, these groups also constituted the main borrowers from 
informal sources.
The average size of total land holdings were found to be higher 
for the non-cooperative borrowers than their counterparts who were 
members of cooperative societies. Distribution of loans by pooled 
formal credit sources were found to be biased against the small 
holdings (presumably, because of the nature of these holdings) with 
higher proportions of loans favouring the medium and larger farm size 
holdings.
The distribution of outstanding loans indicate a similar pattern, 
with the heaviest debt burden concentrated in the large category of 
farm size. The result of the t-test on farm and non-farm 
characteristics indicate significant differencies (except for two pairs
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of institutions) between categories of borrowers, and therefore these 
institutions are different in their methods of assessment, even though 
the extent of this difference cannot be established.
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CHAPTER 4
THE NATURE OF DEMAND AND SUPPLY OF CREDIT
4.1 The Nature of Demand
There is a high demand for credit in the study area because money 
is required for farm investment (capital and current). Capital expenses 
include items like machinery and implements, land development and farm 
structures, while current investment involves expenditure on labour, 
seeds, fertilizers and pesticides.
The demand for investment credit itself is a function of the rate 
of interest (the demand may be less at very high interest rates) and 
the returns to investment, although other variables such as the degree 
of uncertainty faced by the farmer and his attitude towards risk taking 
are important. Also to be considered is the general awareness on the 
part of the farmer of the existence of credit facilities and investment 
opportunities. The risk and uncertainty aspects are rather personnal, 
since the individual's judgement is unique in terms of the various 
outcomes that might arise from any particular choice of enterprise.
A general assesment of the credit needs of the rural sector often 
points to the fact that non-farm expenditures for consumption purposes 
are of paramount importance. Osungtogun (1980) points out that 60% of 
credit received from the Government Finance Cooperative Credit Scheme 
in Western Nigeria was for non-farm uses. About 7.8 and 42.0 percent 
are said to have been devoted to ceremonial purposes and payment of 
school fees respectively. A similar report was made by Adegboye (1969) 
in his study of the pledging of assets, such as cocoa trees as 
collateral for loans from informal sources, where children's education 
ranked first among the reasons for borrowing by Yoruba cocoa farmers in 
Western Nigeria.
While "children's education", on its own merits, is a form of 
investment, these studies seem to support the low volume of credit 
channelled to the small farmers by formal institutional credit agencies
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because of improper loan utilisation. The important point to note in 
these studies is the fact that they are location-specific and perhaps 
seasonal in nature, and as such, cannot be accepted as the normal trend 
of demand and use of credit. Rather, such studies should form the basis 
of support for currently held views that consumption cerdit should form 
an integral part of credit delivery. This is due to the fact that 
gestation period in agriculture is long, and between the interval of 
planting and harvesting, the farmer must have means for self-support.
It is for this reason that this section seeks to examine the 
nature of demand and loan utilisation within the study area. The study 
shows that the nature of borrowing and indebtedness is influenced by 
the need for capital and current expenditures on farms, family 
expenditures which involve expenses on food purchases, medical and 
school fees, and similar expenditures not directly related to the farm.
4.1.1 The Hypothesis and Test.
The hypothesis to be examined is as follows;
Ho: Family expenditures divert a significant proportion of rural
credit and therefore is the most important variable infleuncing 
borrowing as well as loans outstanding.
HI: Family expenditure is not important.
The regression model, CRD = a + b-^ FX + b2CX + b3D + was
selected and used for the analysis,
CRD= Total Loan
FX = Family Expenditure
CX = Current Expenditure
D = Capital Expenditure
E^= The error term
The model assumes that these factors are additive rather than 
interactive. To the extent that a farmer's judgement and decisions are 
considered sound, he can choose between current farm investment, with a 
time preference for future benefits, or current family consumption 
expenditure without any investment and intangible future benefits. This 
is because decisions governing the operation of a farm business are
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those of choices within the constraints of available resources. Hence 
if the farmer employs more inputs of labour and seeds, he will have 
less for capital and family expenses. The result of the regression 
analysis and the value of each variable is presented in Tables 4-1 and 
4-2. The variables were introduced sequentially (stepwise regression) 
for the respective institutional credit sources to discover which was 
the most important.
Table 4-1: Regression Analysis on Loan Use: ALB and NACB
Institutions DF F R2
ALB 0.09 + 1.01 CX ** 31
(41.359)
0.98
6.51 + 0.07 FX 
(0.936)
0.02
0.06 + 0.05 FX + 1.01 CX 72672.8
(15.142) (118.892)
0.99(7)
NACB 4.08 + 0.04 D*** + 0.55 CX* 10
(1.927) (2.522)
0.45
4.22 + 0.04 D* + 0.01 FX + 0.52 CX* 2.8
(2.024) (1.044) (2.400)
0.51
Note: ALB extended loans for current expenses only.
*** Significant at 0.10 level
** Significant at 0.01 level
* Significant at 0.05 level
The figures in parenthesis are t-values.
Although there are variations in the importance of each variable 
for different institutional sources, it is however quite clear that 
family expenditure was not the most important variable. Family 
expenditure was not found to be important in the case of borrowers from 
ALB, as current farm expenditure explained 98% of the variation in loan 
use, while family expenses accounted for only 2% of the total 
variation.
In respect of borrowers from NACB, family expenditure was equally 
unimportant. The complete equation for this institution shows that 
family expenses was not significant, and although neither capital nor 
current expenditure were outstandingly important (when regressed
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individually with credit), the combined infleunce of both appeared to 
be important, accounting for 45% of the total variation in loan use, 
while the three variables together accounted for 51% of the total 
variation.
In the case of borrowers from commercial banks (Table 4-2), family 
expenditure was significant at the 0.10 level when regressed alone with 
credit, explaining 11% of the total variation in loan use, but this 
variable was not the most important. The most important variable was 
capital expenditure, accounting for 73% of the total variation in loan 
use. For the complete equation, current expenditure was found to be 
significant at the 0.10 level while capital and family expenses, 
respectively, were significant at the 0.05 level. In other words, 
family expenditure was more significant and important than current 
expenses.
However, family expenditure was found to be an important variable 
for borrowers from cooperatives (Table 4-2) accounting for 46% of the 
total variation in loan use, while current expenditure accounted for 
only 1% of the total. For the complete equation, family expenses was 
significant and positive, while the relationship between credit and 
current expenses were found to be negative but not significant. This 
implies that as the amount of credit increased, less was devoted to 
current expenses, and the inclination was towards family expenses.
With the pooled observations (all formal institutions), family 
expenditure was found to be significant, but by no means the most 
important variable explaining the total variation in loan use. Capital 
expenditure was found to be highly significant compared to family and 
current expenses. Family expenditure by itself, accounted for only 21% 
of the total variation in loan use.
It must however be noted that for Institutions such as ALB and 
Cooperatives, loans (mainly short-term in nature) are extended only for 
current expenses. The negative signs on the constants indicate the 
extent to which the respondents (on average) depend on their own 
capital in the absence of credit.
Nevertheless, the importance of family expenditure was noticeable 
in overdue loans outstanding (Table 4-3 and 4-4). For the pooled 
observations (all institutions) current expenditure was not found to be
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Table 4-2: Regression Analysis on Loan Use: All Institutions,
Commercial Banks and Cooperatives Societies.
Institutions DF F R2
C/Banks
8.43 + 0.15 FX*** 
(1.615)
11
.11
7.02 + 0.30 D** 
(5.528)
.73
2.74 + 0.16 D* + 0.09 FX* + 0.61 CX*** 30.56 
(2.322) (2.408) (2.091)
.88
COOP. 6.14 + 0.02 CX
(0.308)
7 .01
6.06 + 0.13 FX* 
(2.456)
.46
6.17 + 0.13 FX* -0.02 CX 
(2.275) (-0.287)
2.66 .47
All Inst. 6.88 + 0.24 FX**
(4.399)
63 .21
4.70 + 0.25 D** + 0.09 FX** + 0.26 
(11.358) (3.894) (4.143)
CX** 139.9 .86
Note: Cooperatives extended loans for current expenses only.
*** Significant at 0.10 level 
** Significant at 0.01 level 
* Significant at 0.05 level
Figures in parenthesis are t-values
significant. Family and capital expenses were found to be significant 
(0.05 and 0.01 levels of significance respectively), therefore, the two 
variables appeared to be important in explaining the proportions of 
overdue loans outstanding, though capital expenditure was more 
important in terms of the significance level.
In respect of commercial banks (Table 4-3) the complete equation 
indicates that both current and family expenses were significant at the 
0.10 level while capital expenditure was found to be significant at the 
0.05 level. This implies that capital expenditure was most important 
of the three variables. When loans outstanding was regressed against 
family expenditure alone, the results indicate that this variable was
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significant, but explained only 14% of the total variation in overdue 
loans outstanding.
For NACB, none of the variables were found to be significant, but 
negative values were obtained for the coefficients of current and 
capital expenses, suggesting that the smaller the amount of investment, 
the greater the proportion of overdue loans outstanding, and vice 
versa. In which case, there may be an inclination towards family 
expenditure since this had a positive relationship with loans 
outstanding. Nevertheless, this did not seem likely as family expenses 
were found to be insignificant. However, it has already been noted that 
there were some problems in collecting information from this 
institution.
In respect of ALB, current expenditure was significant at the 0.01 
level, and was therefore, an important variable explaining 21% of 
overdue loans outstanding. On the other hand, family expenses were not 
significant, it accounted for only 1% of the total variation in overdue 
loans outstanding.
In the case of cooperative societies, family and current 
expenditures were both found to be insignificant and unimportant. For
pthe complete equation, the R value was quite low (0.22), and when 
family expenditure was regressed against overdue loans outstanding, 
this value was found to be 0.20. This tends to suggest that among 
current and family expenses, the latter was more important. The 
negative relationship between current expenses and overdue loans 
outstanding tends to add more weight in support of the importance of 
family expenses.
From these results, the hypothesis that family expenditure 
accounted for the greater proportion of rural borrowing and 
indebtedness can not be accepted for all cases. Family expenses were 
important in respect of borrowers from cooperatives; but, given the 
results obtained for borrowers from other institutions, the hypothesis 
cannot be accepted. For the pooled observations, the hypothesis fails.
The obvious implication of this analysis is that borrowers with a 
sizeable amount of loans and indebtedness have invested in productive 
purposes, mainly capital expenditures, and in view of the greater 
potential of such investments, there may be less tendency towards
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Table 4-3: Result of Regression Analysis on Loans
Outstanding using OLN = a + bjFX + b2CX + b^D + E
C/Banks 2.34 + 0.20 D* + 0.08 FX*** + 0.60 CX*** 
(2.556) (1.876) (1.837)
R2= .87 
F =21.71
8.19 + 0.14 FX*** R2= .14
(1.380)
DF = 3,9
NACB 25.04 + 0.22 FX - 0.60 D - 2.37 CX
(0.855) (-.213) (-0.706)
R2= .12
7.03 + 0.19 FX 
(0.841)
R2= .06
Note: *** Significant at 0.10 level
** Significant at 0.01 level 
* Significant at 0.05 level
OLN = loans outstanding
Table 4-4: Result of Regression Analysis on Loans
Outstanding : All Institutions, ALB and Cooperatives.
ALB -15.33 + 0.30 FX + 3.05 CX** 
(0.691) (2.846)
F = 21 
DF=31
r2=
.6
.22
-15.47 + 3.08 CX** 
(2.902)
r2= .21
3.92 + 0.35 FX 
(0.729) r2= .01
Coop. 
Soc.
5.43 + 0.38 FX - 0.16 CX 
(1.330) (-.460)
4.57 + 0.34 FX 
(1.328)
r2=
DF = 
R^ =
.22
2,6
0.88
.20
All Inst. 2.24 + 0.38 D** + 0.26 FX* 
(3.585) (2.251)
4.514 + 0.52 D**
(6.098)
+ 0.33 CX 
(1.091)
F=15.72 
DF=3,63 
R2=0.42 
R2=0.36
Note: *** Significant at 0.10
** Significant at 0.01
* Significant at 0.05
The figures in parenthesis are t-values
defaulting. The analysis of loan use (Table 4-5) shows that the extent
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to which borrowed money is used for family expenditure ranges from a 
low of 1.05% of total loan money in the case of borrowers from ALB, to 
a high of 37.35% in the case of informal borrowers. For borrowers from 
NACB and commercial banks, comparative figures were 3.9 and 5.0 percent 
respectively.
On the basis of these findings, one may conclude that the weaker 
and less developed an institution tends to be in terms of agricultural 
credit delivery , the greater the likelihood that loans are diverted 
towards family expenditures. Based on theoretical reasoning and 
knowledge of the existing institutions, the ALB (for example) is 
organised to provide technical advice and supervision of participants' 
projects and its activities are felt in all parts of the study area 
through its field supervisors. The banks have poor coverage in terms of 
staff and are mainly located in the cities. Consequently, they cannot 
effectively monitor the use of loans. The informal segment is more 
concerned with the repayment capacity of the borrower, rather than what 
use is made of the loan. On the other hand, the cooperatives (in the 
study area) are not only ill-organised but also lack good leadership.
Table 4-5: Percentage of Loans used on Family Expenses 
by Farm Size: All Institutional Sources.
Farm
Levels
Less than 
1.99 2.0 - 3.99
Above 
4 ha.
All
Sizes
C/Banks 0.00 0.20 4.82 5.00
ALB 0.00 1.05 0.00 1.05
NACB 0.00 1.08 2.84 3.91
Coops. 10.91 2.40 0.00 13.27
Informal 11.68 25.66 0.00 37.35
Loans outstanding from institutional sources (for all farm sizes) 
ranged from a minimum of 8.76% in the case of borrowers from informal 
sources to a maximum of 78.4% in the case of borrowers from commercial 
banks (Table 4-6). For borrowers from NACB and cooperatives, the 
percentages of loans outstanding were 72.2 and 62.4 respectively, for 
all farm sizes; and within each category of farm size, there are 
noticeable variations in loans outstanding. These are high in the third
55
Table 4-6: Overdue Loans 
All
Outstanding by Farm Size 
Institutions.
Farm Less
Sizes than Above All
1.99 2.0 - 3.99 4 ha Sizes
C/Banks 0.20 4.13 74.10 78.42
ALB 8.45 24.70 5.62 38.77
NACB 2.31 27.11 42.78 72.20
Coops. 33.33 19.93 9.10 62.36
Informal 6.81 1.95 0.00 8.76
category of farm holdings for borrowers from commercial banks (74.1%) 
and NACB (42.8%). In the case of borrowers from cooperative societies, 
the concentration is within the first category of farm holdings 
(33.3%), while for ALB the concentration of loans outstanding is in the 
second category (24.7%). Apparently, the low percentage of loans 
outstanding reflects the general effectiveness of the informal sector 
in loan recovery.
4.2 The Supply of Agricultural Credit
The absence of credit facilities has often been regarded as a 
major constraint on the lack of improvement in farming in Nigeria. In 
order to understand the nature of farm problems inherent in the rural 
sector, the respondents were given the opportunity of self-assessment.
4.2.1 Ranking: Problems Affecting Farm Enterprise
The respondents were required to rank in order of their importance 
the variables listed in Table 4-7. The result of this ranking indicates 
what the farmers feel constitute their main problems in farming. Lack 
of credit was considered to be the most important problem with a mean 
rank of 1.7, while the high cost of labour was ranked second with a 
mean of 2.0. High rates of interest and lack of agricultural inputs 
were ranked third and fourth with mean ranks of 3.4 and 4.4 
respectively.
It is apparent from the responses that the high cost of labour and
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Table 4-7: Ranking of Farm Problems
Ranks
Farm Problems
1 2 
! Ranking
I
3 4
Percentages
5 6 7 8 !Mean
------!Rank
I
|
Lack of Inputs ! 3.5 
|
3.0 15.5 33.0 23.5 11.0 7.0 3.514.46
High Interest Rate ! 4.5 
|
16.5 42.5 19.0 7.0 6.5 2.5 1.513.43
|
Land Tenure ! 2.0 
|
2.5 3.0 11.5 16.5 14.5 18.5 31.516.12
|
Low Output Prices ! 1.0 
|
0.5 5.0 9.0 21.5 29.0 33.0 1.516.72
\
Marketing ! 0 . 0  
f
0.5 1.5 11.0 17.0 27.0 25.0 18.016.19
|
Transportation ! 1 . 0  
f
3.0 12.5 15.5 25.0 17.5 13.0 12.515.26
|
High Cost of Labour 132.0
|
47.5 12.0 3.5 1.5 0.0 3.0 0.512.06
I
Lack of Credit ! 56.5 24.5 12.0 3.5 1.0 1.5 0.5 0.511.73
Source: Survey Data
lack of agricultural inputs are partly explained by lack of credit, 
while the high cost of credit reflects the general situation in the 
rural money market. Transportation problems are generally linked with 
the remoteness of the farming areas from urban markets, and the 
relative unimportance of output prices reflect current high demand due 
to food shortages. The unimportance of land tenure is mainly because of 
a relatively egalitarian land tenure system.
Table 4-8: Credit Awareness and Sources of Information
Source of 
Information
Absolute No. 
of
Respondents
Percentage
Response
Other Farmers 183 91.5
Extension Agents 180 90.0
Radio 151 75.5
Banks 115 57.5
Newspapers 33 16.5
Source: Survey Data
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It was considered that lack of adequate information on the
availability of credit could pose a serious handicap to farmers'
participation and, hence, the general ineffectiveness of any credit
programme. Responses from farmers were linked with sources of
information. From Table 4-8 it can be established that there was a
general awareness on the part of the farmers of the existing credit 
programmes. From the nature of response it would appear that "other 
farmers" were the most widely spread source of information, 91.5% of 
the respondents knew about the programme through other farmers, 
although about the same percentage (90%), also received information 
from agricultural extension agents.
4.2.2 Distribution of Loans
The distribution of loans (Table 4-9) shows that the proportion of 
lending varied considerably; commercial banks played the most important 
role in the rural lending, accounting for 64.4% of total loans 
disbursed, while NACB and ALB followed with 21.9 and 7.6 percent 
respectively. The share of cooperative societies in the volume of 
credit was 2.1%, while that of friends and relatives and moneylenders 
were 3.3 and 0.7 percent respectively.
Table 4-9: Loan Distribution by Sources of Credit
Institutional
Sources
Amount
(N)
Mean
Amount
% of 
Total
No.
of
Farmers
% of 
Total
Moneylenders 1,840 368.0 0.7 5 5.4
Friend/Relatives 8,430 401.4 3.3 21 22.6
NACB 56,250 4,687.5 21.9 12 12.9
ALB 19,500 590.9 7.6 33 35.5
Coop. Societies 5,500 611.1 2.1 9 9.7
Comm. Banks 165,858 12,758.3 64.4 13 13.9
TOTAL 257,378 2,767.5 100.0 93 100.0
In terms of loan dispersion, the role of commercial banks was not 
important, as they provided credit for only 13.9% of the total number
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of borrowers, while NACB accounted for only about 12.9%. The ALB was 
the most important in this respect, accounting for 35.5% of total 
borrowers. Friends and relatives and moneylenders accounted for 22.6 
and 5.4 percent, respectively. That is, informal sources accounted for 
28% of the total borrowers. The role of cooperatives, in terms of 
volume and spread of credit, was not found to be very impressive, in 
the latter case, they accounted for only 9.7% of total borrowers. The 
relative unimportance of moneylenders is perhaps due to the influence 
of clubs and unions, already discussed in Chapter 2.
Table 4-10: Result of T-TEST :Comparison of Mean Size of Credit.
Institutions Informal ALB NACB C/Banks Coop.Soc
Informal
Sources
ALB
NACB
-3.60
(48.57)
-18.79 -18.08
Comm. Banks
(11.84)
-2.94
(11.46) 
- 2.89 -1.92* _
Coop.Societies
(12.00)
-2.15*
(12.00) 
- 0.21*
(12.07)
16.86 2.89
(11.96) (10.14) (14.35) (12.01)
Note: The figures in parethesis are degree of freedom 
* Significant at 0.05 level
4.2.3 Test of Mean Differences in Credit
The distribution of credit differs between institutions in terms 
of the average amount borrowed. Comparison of the mean size of credit 
obtained from informal and formal sources show negative t-ratios, which 
imply that the mean size of loans obtained from formal sources are 
higher than those from informal, with the exception of cooperatives, 
for which the mean was found to be the same (Table 4-10). In a 
comparison between commercial banks and NACB, the mean loan obtained 
was found to be similar, with the same result for comparison between 
ALB and cooperatives.
The observed similarity between cooperatives and ALB was due to 
the fact that both borrow money to re-lend and are mainly involved in 
short-term financing of farm inputs. The similarity between
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cooperatives and informal sources depicts the low level of their 
financial involvement, and the fact that cooperatives within the study 
area have low capital generating capacity. The mean size of credit 
obtained was highest for borrowers from commercial banks (N12.758.3), 
while from NACB it was N4687.5. For the pooled observations, in respect 
of informal sources, it was N395, and for ALB and cooperatives N590.9 
and N611.1 respectively.
Table 4-11: Result of Rank Correlation Test between 
the Amount of Credit and Farm Size.
Institution Rank 
C o m . 
Coeff.
Significance
Level
Number
of
Cases
Hypothesis
Accepted
Informal 0.1376 0.251 26 Yes
NACB 0.5415 0.034 * 12 No
ALB 0.2408 0.088 ** 33 No
C/Banks 0.4070 0.084 ** 13 No
Coop.Soc. 0.0597 0.439 9 Yes
All Inst, 
(formal)
0.4300 0.001 * 67 No
Note: * Significant at 0.05 level 
** Significant at 0.10 level
Hypothesis Ho: The amount of loan and farm size are independent 
---------  of each other.
HI: They are correlated.
4.2.4 Relationship between Amount of Loan and Farm Size
Spearman rank correlations (Table 4-11) show that for pooled 
observations (all formal sources) there was a positve correlation 
between farm size and the amount of credit obtained, and therefore, the 
null hypothesis that farm size and amount of loan are independent 
cannot be accepted, similar results were obtained for ALB, commercial 
banks and NACB, although at different levels of significance.
From fuctional consideration of institutions, NACB was established 
to cater for the needs of the farming sector, hence the tendency for
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loans to increase with the size of holdings. The relationship in the 
case of ALB is consistent with the fact that loans granted are not for 
the full cost of production, but depend on the scale of the enterprise 
and what the farmer contributes. In the case of commercial banks, it 
is consistent with the fact that they grant large loans and the 
majority of loans go to the larger farm sizes.
The independency established in the case of cooperatives can be 
attributed to the basic principles of the movement, which rest on 
equity considerations. It can be argued that the presence of any 
positive correlation may violate such principles, and in view of the 
fact that there is apparent dearth of capital within the organisation, 
granting loans based on farm size may make some members worse off. 
Independency of the amount of loan and farm size was found to be true 
for informal sources as loans are mainly based on interpersonal 
relationship between the borrowers and the lenders.
4.3 Factors Affecting the Supply of Credit.
The relative importance of land has been discussed in the previous 
chapter but it is not the only consideration upon which lending 
institutions base their judgements. Other attributes taken into 
consideration are the applicant's financial standing, level of 
education, age and stated need.
4.3.1 Financial Standing and Education Level.
Education is conceived as human capital in the process of economic 
development and can therefore be regarded as an attribute which 
augments the marginal product of one's labour. Whether from a formal or 
informal viewpoint, it is important in farming for record-keeping and 
other farm transactions that are so cherished by lending institutions. 
It is also relevant to the speed of adoption of innovations and 
efficient resource allocation.
The financial standing of an individual can be assessed from his 
sources of income. In the study area there was no specialisation in one 
line of economic activity and most farmers engage in other occupations 
on part-time basis to supplement their meagre farm incomes. In the 
absence of data on farm income, the proportion of income derived from 
secondary sources is taken as an approximation of the farmers finacial
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Table 4-12: Result of Regression Analysis: The Supply Factors.
Constant 
Log a
Stated
Needs
ST
Educ. 
ED
Farm
Land
FL
Other
Income
SN
Age
AG R2 F DF
ALB 6.1 -.0743 .4075** .4187** -.2095 .0176 .33 2.76 5,27
(-.416) (2.302) (2.314) (-1.145) (0.096)
ACB 4.1 .4899* .3348 .1332 -.1588 .2268 .57 1.59 5,6
(1.595) (0.874) (0.387) (-0.453) (0.758)
Comm. 6.7 .0892 .9205** . 1192* -.1217 -.0517 .96 39.70 5,7
"anks (.649) (7.355) (1.619) (-1.285) (-0.554)
Coop. 6.4 1.0527* .6399* -.8950* -.3342 -.8125 .82 2.75 5,3
(2.431) (2.100) (-.839) (-0.728) (-1.567)
All 3.3 .6081** .3616** .0325 .0127 -.0502 .86 98.23 5,61
Inst. (8.245) (4.977) (.556) (0.256) (-.922)
Note: ** Significant at 0.05 level 
* Significant at 0.10 level
standing. Credit officers from lending institutions, in the process of 
carrying out investigations of applicants, usally gather such 
information from close friends and neighbours, particularly when 
applicants lack adequate collateral to secure their loan request.
4.3.2 Age and Stated Credit Requirement.
Consideration of the farmer's age is linked with the nature of 
land holding. It has already been noted that most farms are not 
contigues and the scattered pattern of size holdings, the elderly 
farmers (normally also physically weak) tend to cultivate the smaller 
plots around their homestead, these are usually large enough to cater 
for subsistence needs, and they ignore the larger and more distant 
plots.
The stated credit requirement of the applicant is the
justification for requesting for a loan. The procedure differs among 
institutions; some, such as the banks may require a complete farm 
budget, while for others it may be a summary form without details. In 
such a situation (where details are not stated) the applicant may 
either understate (as is often the case with illiterate farmers) or
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tend to overestimate with the hope that if the full request is not met, 
at least what is granted will place him in a better financial position.
4.3.3 The Model and Analysis of Result.
The model chosen for the analysis is a log-linear form, because 
the variables are assumed to be interactive rather than additive, and 
the error term conforms with the requirements of the ordinary least 
squares estimators. In particular, the beta coefficients indicate the 
responsiveness of institutions to the influence of the variables being 
considered. The model is given in the equation below.
Log CRD = Log a + bjLog ST + b2Log ED + bgLog AG
+ b^Log SN + b5Log FL +
Where CRD = Amount of Loan
ST = Stated Credit Need
ED = Level of Education
AG = Age
SN = Secondary Source of Income
FL = Farm Land
E^= Normal Error Term
The result of the regression analysis presented in Table 4-12 show 
that there are different emphases in the credit requirements of lending 
institutions. The emphasis by ALB is on education and availability of 
land. These were found to be positive and significant, while stated 
credit need and secondary sources of income were negative and 
insignificant. The negative sign in respect of stated needs can be 
explained in terms of ignorance on the part of the borrowers who may 
not understand that loans granted do not meet the full costs of 
production.
Secondary incomes were not important for all institutions, as 
these incomes are meagre. In respect of commercial banks, farmland and 
the educational level of the farmer were found to be positive and 
significant. The significant variables among the cooperatives were 
farmland, education and stated credit needs. Farmland was found to be 
negative, which tends to fall in line with equity concept of the 
organisation. Education was positive, while secondary income and age
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were negative but not significant. In respect of the NACB, stated 
credit need was positive and significant, while education and farmland 
were positive but not significant. It would appear that most of the 
borrowers are in the smallholder category where a limit is placed on 
loans, but due to lack of cooperation from the institution, no positive 
statement can be made. For the pooled observations, education and 
stated credit needs were positive and significant.
Based on the analysis presented in this chapter, certain 
conclusions can be drawn. In the first instance, the analysis of loan 
utilisation and indebtedness helps to identify and evaluate the 
different sources of credit. In view of the fact that there are no 
statistics (State and National) on the activities of the informal 
sector, it is difficult to make any comparisons, or to establish 
categorically, to what extent the credit needs of the farmers have been 
met. Nevertheless, farmers were generally aware of ongoing credit 
programmes and in their own opinion the major problem affecting their 
farm activities was lack of credit.
It was found that capital and current expenditures were the main 
variables explaining the nature of borrowing, while in respect of 
overdue loans outstanding, the importance of family expenditure 
increased. Nevertheless, capital expenditure remained the most 
important variable for rural borrowing and overdue loans outstanding. 
Consequently, the generalisation that family expenditures are most 
important can not be accepted in all cases.
In terms of volume, commercial banks were most important but their 
activities benefited very few people. The role of cooperative societies 
in terms of volume and spread of credit were not found to be important. 
Education, farm land and stated credit need tend to significantly 
influence the supply of credit.
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CHAPTER 5
THE SMALLHOLDER FOOD PRODUCER: THE PROBLEMS OF AGRICULTURAL
CREDIT ADMINISTRATION.
From the definitional perspective, the "smallholder" is taken to 
refer to the category of farmer whose farm holding is less than two 
hectares and would be economically viable if given access to credit and 
other facilities such as irrigation, good output prices, farm inputs, 
etc. Athough farm size criterion may not be discriptively appropriate 
when taking certain aspects into consideration, it is however necessary 
to go by the better known government usage.
The importance accorded the smallholders can be attributed to 
their absolute number and to welfare considerations. There is also an 
important point which often tends to be neglected; the fact that they 
are also the main producers, accounting for 95% of the total food 
production in the study area.1 Furthermore, Nigeria has experimented 
with small and large scale cultivation and comparative studies of both 
strategies, Roider(1971) , Eicher and Johnson (1971), and Wells (1974), 
have pointed to the fact that the small farmer improvement programme 
should form the backbone of agricultural strategies over the ninteen 
eighties.
5.1 Irrigation Accessibility
The development of water resources in many of the developed 
countries has revealed major economic opportunities, and it is 
therefore not surprising that many developing countries now consider 
the development of their water resources as an important link in their 
National development. Nigeria is endowed with abundant water resources;
1these facts are well documented in the Federal Ministry of Rural 
Development Report (1983) on the Phased Agric. Dev. Projects, and 
National Development Plans.
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apart from the abudant tropical rainfall, particularly in the southern 
parts of the country, there are many river systems and basins among 
which are the Niger, Imo, anambra, gonola, Hadejia, Ogun, Oshun and the 
Cross River from which most of the States derive their present names.
In the desert and semi-arid areas of the world, it has been 
accepted that irrigated agriculture is a necessity, while in the humid 
areas the use of irrigation is only to supplement precipitation to 
improve crop yields. There are merely differences in the degree of 
need as one moves from the southern to the northern part of Nigeria. 
Many parts of the country have less than five months of rainfall in a 
year and an average of about 10 cm of rain per month. Furthermore, the 
onset of the wet season and its duration vary from year to year. These 
facts emphasize the importance of irrigation in the agricultural 
development of the country, and perhaps, may help to explain why there 
are many more irrigation schemes in the north than the humid and 
sometimes waterlogged parts of the south.
It is estimated by the Federal Government of Nigeria (1975:63) 
that of the total land area of 98.3 million hectares in Nigeria, 71.2 
million hectares are cultivable. However, only about one half the 
cultivable land is actually cultivated, and therefore there is still 
sufficient land to sustain agricultural production for the foreseeable 
future. A serious constraint in this regard is non-availabilty of 
water, for varying fractions of the year, in different parts of the 
country. The World Bank (1979) estimated that there were only about 
14,000 hectares under formal irrigation in the early 1970s, but by 1980 
this estimate was put at 30,000 hectares. There is however no formal 
irrigation scheme in the study area. Nevertheless, the expansion of 
traditional irrigation has proceeded much faster, so that by 1980, the 
estimated area covered was about 805,000 hectares (Table 5-1).
The availability of irrigation facilities can increase
requirements for credit if farmers undertake double or multiple 
cropping and use better seed varieties. Innovations such as the use of 
high yielding varieties require substantial amounts of water, in 
addition to other inputs, to be profitable. The availability of 
irrigation facilities reduces the risk associated with adoption and 
increases credit requirements to enable the farmers meet the cost of 
additional inputs.
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Table 5-1: Estimated Area under Traditional Irrigation and
Smallholder Farming by 1978.
Type of Smallholder 
Irrigation
States Located Area
Covered (ha)
(1) Upland Seasonally Bendel, Ondo
inundated Depresssion Ogun and Oyo 90,000
Cross River 4.000
(2) Similar to (1) but with Benue, Gongola 23,000
typical hydromorphic
characteristics Kwara and Niger 60,000
(3) Shallow Swamps Imo, Anambra
Bauchi,Cross River 90,000
(4) River Valley Bottom
Swamps Middle Belt and
Northern States 507,000
(5) Mangrove Swamps Bendel and Rivers 31,000
Total 805,000
Source: World Bank (1979), Nigeria Agricultural Sector Review, 
vol. 1, 11, and 111, Washington.
It is obvious (considering the fact that estimated 15.7 million 
people were actively engaged in agriculture by 1982) from Table 5-1 
that there are limited irrigation facilities to support increased food 
production in the country. Consequently, the majority of farmers depend 
upon the rain, and it is not surprising that 85% of the respondents 
were engaged in various forms of secondary employment because of the 
seasonality of rainfed agriculture, and the need to supplement their 
meagre farm incomes from other sources.
5.2 Land Tenure
Before the establishment of the Land Use Decree in 1978, land 
tenure constraints were mainly caused by the pattern of inheritance. In 
the southern part of the country (the study area inclusive) Adegboye 
(1966) indicates that the control over land was vested in clans, and 
villages, communities and families. Individual occupants are identified
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by the right they hold rather than by actual possession of land. Under 
this system, individuals do not have complete control over the land in 
use and sale of land is hardly possible.
The cultivator and his future generations are permanently confined 
to the land. The practice of dividing the farmland among the children 
is also widespread and this system limits the productivity of 
agricultural farmland, since excessive division of land results in 
uneconomic units. In the northern part of the country the system is 
quite different, the ownership and control of land is vested in the 
Government under the land tenure law of 1962. Before this arrangement 
the land was in the power of the ruling Emirs.
The Land Use Panel was set up in 1977 to study the land tenure 
system and make appropriate recommendations to the Federal Government. 
Following the recommendations of the panel, the right of individual 
usage of land can only be established through a certificate of 
occupancy issued by the Government, this seeks to prevent the process 
of land fragmentation by allowing only the occupant of such land the 
right of usage. Nevertheless, the Government (State and Federal) 
reserves the right to lease any land for purposes of agricultural and 
other development. In addition, acquisition of a certificate of 
occupancy enables a farmer using such land for agricultural purposes to 
obtain loans easily from lending institutions.
It is yet to be established whether the poor farmers in the remote 
villages of the study area are able to obtain certificates of occupancy 
without too many problems. For example, the process of getting a 
certificate of occupancy can be discribed in stages as follows;
(a) The farmer, or any applicant, wishing to obtain a 
certificate of occupancy has his land surveyed by an 
accredited surveyor. The amount charged by the surveyor 
is not fixed and depends on the size of the land.
However small the land may be, the farmer can not pay 
anything less than N200. Such amount is more than annual 
farm income of most farmers.
(b) Other requirements which must go with the plan to 
the Land Use Secretariat include, an application fee of 
N10, a tax clearance certificate to indicate that the 
applicant has been fulfilling his civic responsibilities.
The tax clearance is issued by the Board of Internal Revenue 
and no fee is charged for it, except that defaulters may 
have to pay their taxes.
68
(c) The Land Use Secretariat carries out investigation of the said 
property and by advertisement in the daily newspaper gives a 
month's notice to the public of its intention to grant the 
applicant a certificate of occupancy, if no counter claims are 
made. Where any counter claim exists, it may indicate the end 
of an application. In the absence of any counter claim, the 
Secretariat invites the applicant to pay some processing fees 
to the Lands Department.
(d) The exact duration of processing can not be determined, but 
after this has been done, the certificate is forwarded to the 
Governor of the State for approval and signature. At this point, 
the process seems completed but the duration from the start to 
the finish may take some two years or more. The applicant 
(owner of the certificate) pays annual fees in the form of rent 
to the Goverment.
The above procedures highlight the basic problems relating to 
acquiring a certificate of occupancy. In the first instance, it costs a 
lot of money to survey the land and even when this has been done, there 
is no guarantee that the applicant may succede (assumming there are 
counter claims). On the other hand, there is no specified time limit in 
the decree for failure to comply with the orders of the decree, and the 
Government can take full control of such lands for purposes of 
re-allocation. However, there is nothing at present that stops locals 
from subdividing their land among the members of the familly since in 
the first instance, failure to own a certificate of occupancy does not 
deprive them the use of their lands, excepting that approvals will not 
be granted for permanent structures like buildings.
5.3 Marketing and Pricing Policy
It has been pointed out that lack of markets was one of the 
reasons for the failure of the maize-livestock programme in the early 
stages of the ALB. At the moment, none of the credit programmes 
consider marketing aspects. Institutional credit can be expected to 
function properly if the revenue from the sale of farmer's produce 
leaves him a sufficient margin to repay his loans. An effective 
marketing system, to some extent, can assist in solving this problem, 
to the extent that it is possible to make deductions from the source. 
Farmers in the study area largely depend on the traders and middlemen 
for the marketing of their farm produce and the latter exploit the 
situation by offering credit to ensure a sufficient volume of business.
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Recovery of such loans are in the form of crop delivery and, 
usually, the purchase price is low. The existing consumer's cooperative 
apex in the study area only functions as a government department store, 
dealing mainly with importation of essential commodities and, as such, 
does not provide its services to the local producers. The N2.0 million 
loan advanced to it by NACB (Table 2-8) was partly used in buying 
shares in the proposed State Cooperative Bank, and partly for expansion 
of its retail outlets and for holding agencies in local factories. The 
ineffectiveness of the cooperative system, in the country as a whole, 
perhaps prompted the Federal Government to establish the Nigerian 
Grains Board late in the 1970s.
Table 5-2: Average Farm-Gate Prices of selected
Agricultural Commodities (Naira/tonne)
% change between
Crops 1981/82 1982/83 (1) and
Beans 1075. 00 810. 00 -22. 9
Maize 530. 00 580. 00 9.4
Millet 430 .00 330 .00 -23 .2
Rice 750.,00 550,,00 -26,,7
Guinea Corn 400,,00 340,,00 -15,,0
Potato 700 .00 700 .00 00 .0
Melon 800 oo 1480 .00 85 .0
Soya beans 1710 oo 230 .00 -86 .5
Yams 570 oo 580 .00 1.8
Source: Federal Office of Statistics, Lagos.
Some of the prescribed functions of the Board are those of 
ensuring price stabilization, and domestic distribution of food grains, 
in order to meet the needs of the remote and less productive areas of 
the country. However, it has been pointed out by Becker(1974), Groleaud 
and Kohler (1979) that the Boards need to be able to control the 
distribution of at least 20-25% of total grain production in order to 
affect prices. The guaranteed minimum prices of scheduled staples
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remained constant for three consecutive years, (1981-83) while the 
farm-gate prices offered by traders and middlemen kept fluctuating and 
at the same time remained higher than those offered by the Board 
(Tables 5-2 and 5-3).
Table 5-3: Guaranteed Minimum Prices of Scheduled Food Crops
(Naira per Tonne)
Crops 1981/82 1982/83 1983/84
Beans 362. 00 362. 00 362. 00
Maize 210. 00 210.,00 210.,00
Millet 231 .,00 231..00 231 .00
Rice(paddy) 400..00 400,.00 400..00
Rice(milled) 596..00 596 .00 596 .00
Guinea Corn 220 .00 220 .00 220 .00
Wheat 280 .00 280 .00 280 .00
Source: Secreteriat of the Technical 
Committee on Prices, Lagos.
Consequently, the Board made very few purchases (Table 5-4), 
48,031 and 125,718 tonnes of assorted grains were purchased in 1982 and 
1983 respectively. The actual purchases in the study area are not 
known, but judging from its nation-wide performance, these can be 
reguarded as insignificant. The inability of the Grains Board to 
dominate the flow of grains makes it almost impossible for them to 
stabilize prices and to transfer grains from surplus to deficit areas. 
This problem is reflected in the average market retail prices (Table 
5-5) for some commodities. It should also be mentioned that traders and 
middlemen also engage in restrictive trade practices, thereby creating 
undue shortages. There are large margins, comparing Tables 5-2 and 5-5, 
which go to the traders and middlemen, to the exclusion of the farmers. 
The absence of a suitable substitute for the traders and middlemen is 
by itself a constraint on food production.
The implications of structural and infrastructural constraints 
discussed above are obvious. In the first instance, the smallholders
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Table 5-4: Grains Board Purchase and Sales (tonnes)
Purchases i Sales
Crop 1981 1982 1983 ! Exports Local Sales
Wheat nil 7,277 11,190! nil n . a
Maize nil 39,414 113,848! nil n. a
Rice nil 1,340 680! nil n . a
Total 48,031 125,718! nil n. a
Source: Central Bank (1983), Annual Report, pp. 20. 
Note: n.a = not available.
Table 5-5: Average Market Retail Prices of some Domestic
Food Staples 1981-83. (naira/tonne)
Items ! 1981 | 1982 1983
Rice ! 1,238 | 1,071 1,109
Beans ! 999| 1,032 1,156
Maize ! 496| 502 570
Guinea Corn ! 412| 532 362
Yams ! 906 851 783
Cassava(Garri) ! 768i 744 910
Wheat ! n.a n . a 729
Millet ! 440 563 444
Note: n.a = not available.
Source: Federal Office of Satisfies, Lagos.
have little access to credit in the absence of suitable collateral and 
titles to land. In the opinion of the World Bank (1975:8), the 
repayment capacity of a borrower should be determined by appraising the 
productive capacity of the holding as a substitute for fixed security 
on loan. This seems an unworkable criterion in the Nigerian situation 
where the predictable crop yield depends partly on the clemency of the
72
weather in the absence of irrigation facilities. When the probability 
of sucess is very low, there is fear associated with repayment.
5.4 Institutional Constraints
The reaction of the lending institutions to these constraints is 
that of shifting the emphasis from food crops to other agricultural 
subsectors, as in the case of commercial banks, and setting credit 
limits, notably, the NACB. The limit has no reguard to the farmer's 
productive capacity and, consequently, the smallholder falls back on 
traditional sources for meeting his credit requirements. The case of 
fund constraints was pointed out in chapter 2, where the ALB was only 
able to provide N1.0 million of the N10.0 million demanded by farmers 
in this category in the study area.
Table 5-6: Loans and Advances (%) per Annum
Commercial and Merchant Banks.
Sector
Agriculture
Comm. Banks 
1982 1983
Merchant Banks 
1982 1983
Monthly Prescribed % ! |
8.0 oo 4.1 5.0
Average Performance 
(monthly)
1
j
i
7.2 8.2!
!
t
5.0 4.0
Deviation i -0.8 -1.2! -0.9 -1.0
Source: Central Bank (1983) op. cit. pp. 69-71
However, within the existing credit guidelines, commercial banks 
are required to allocate a certain proportion of their total loans and 
advances to the agricultural sector, this has not been acheived in 
1982-83 (Table 5-6). A total sum of N822.9 million was used for loans 
and advances and the shortfall in agricultural loans from commercial 
banks totalled N92.6 and N98.0 million respectively for 1982 and 1983. 
The shortfall in respect of other institutions was not established.
Granting the fact that some smallholders are capable of meeting 
the requirements of the lending institutions, a major problem on the 
supply, with which respondents have expressed dissatisfaction, is the 
timeliness in loan disbursement. It may be recalled from Table 3-1 that
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of the 107 respondents who did not obtain loan from any source, 66 
(representing 33% of the total sample) persons did not apply. The main 
reasons reported were the cumbersome procedures and delays in obtaining 
loans. From the survey response, the maximum and minimum duration were 
3 and 12 months respectively, and the modal frequency was 3 months. 
Some of the problems with procedures involved may be considered in an 
ACGSF programme.
The ACGSF stipulates a maximum period of 60 days from processing 
to granting of loans. This time allowance is made in case the 
commercial banks call for any additional information to that provided 
by the applicant. It is however mandatory that, should the banks have 
any cause to reject a request, they should state their reasons in 
writing and specify the steps the applicant should take to enable him 
to comply with the requirements.
Reasonable as this may seem to be, and granting the fact that 
commercial banks have the courtesy (which they often lack even in 
dealing with their custommers at their branches) of communicating with 
the applicant, the remoteness of some farming communities and the 
attendant poor communication problems may add an extra 60 days or more. 
Consequently, the applications of this category of farmers may not go 
beyond the stages of preliminary investigation.
This partly explains why a sizeable number of smallholders can not 
benefit from loan programmes. Timeliness in the disbursement of loan 
(cash and kind) is important in agricultural production because delays 
conflict with the calender of farm operations. In the opinion of the 
FAO (1965:88), the productive element in agricultural credit is 
weakened and this may lead to an undue increase in the consumptive 
element.
5.5 Steps Towards Increasing Credit Accessibility for Smallholders 
5.5.1 The Rural Banking Programme
The steps taken by the Federal Government have been towards 
encouraging the establishment of rural network branches by commercial 
banks. The Central Bank's Credit Guideline stipulates the number of 
rural branches that must be opened before a commercial bank is allowed 
to establish new branch offices in the cities. To guard against the
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tendency of diverting rural savings to service urban centres, the 
guideline further stipulates that 40$ of rural deposits must be re-lent 
to the communities within the jurisdictions in which the banks operate. 
The effect perhaps will be a lessening of the dependence of the rural 
sector on outside sources of credit, assumming that there are adequate 
rural savings.
Apparently, the guiding principles (in this policy) are two-fold; 
the mobilisation of rural savings, and the promotion of banking habits 
in rural communities. It is, however, true that a greater number of 
bank offices can lead to a sizeable fraction of savings being 
channelled into that type of investment, but in order to realise this 
potential, savings institutions must offer something attractive, in the 
form of financial returns, to allow the rural communities the option of 
choice. It is in this direction that the case for an examination of the 
current ceiling on interest rates arises.
5.5.2 The Impact of Rural Banking Programme.
The first phase of the programme was 1977-80, and within this 
phase, 188 or 94$ of the scheduled 200 branches were opened. The second 
phase of the programme commenced in 1980-83 and, by the end of the 
period, 181 or 68$ of the scheduled 266 branches were open. This brings 
the total number of branches opened since the begining of the programme 
to 381, representing 33.7$ of the total number of branches in the 
country. In the study area, the number of bank branches increased from 
17, at the commencement of the programme, to 40 by 1984.
At the end of 1983, commercial bank savings amounted to N8.1 
billion, compared with 6.8 billion in 1982. This is a rise of N1.2 
billion or 18$, compared with N814.7 million or 13.5$ in 1982 compared 
to the 1981 level. Monthly average of combined savings and time 
deposits with commercial banks was N7.4 billion compared with N6.6 
billion in 1982. Of the total savings in all institutional sources, 
commercial banks' time and savings deposits represented 85.6$ in 1983 
compared with 84.6$ in 1982 (Table 5-7).
While this may seem quite encouraging, it must be noted that 
commercial banks in most cases merely expanded their businesses into 
the sub-urban areas without widening their scope in rural areas. In any 
case, assuming that their services were extended to the rural sector,
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Table 5-7: Selected Institutional Savings (Cumulative)
(N Millions)
Savings Time Dep.
and with
Year Month Time Dep. 
Comm.Banks
Merchant
Banks
All 
Inst.
1980 December 5,162.2 219.7 5.769.9
1981 - do - 6,023.5 328.0 6,819.7
1982 - do - 6,832.2 691.3 8,052.6
Monthly Average 6,614.5 522.6 7,6311.3
1983 December 8,082.9 793.7 9,439.8
Monthly Avarage 7,391.3 631.1 8,571.6
Source: Extract, CBN (1983), op.cit., pp.49.
there is no guarantee that the rigidities in their collateral 
requirements will be relaxed and, the implication is, that only those 
considered creditworthy by the banks will continue to benefit from 
loans.
These remarks concern the number of loans granted between 1981 and 
1983 (the period of the expansion programme) whereby, in most cases, 
the number of beneficiaries remained either lower than or constant with 
previous levels (Table 2-5). In the study area, the total number of 
food crop farmers benefitting from loans were 89 (Table 2-6) , and the 
distribution (Table 5-8) shows that despite the achievements in the 
direction of rural banking, there was little impact in terms of the 
number of beneficiaries.
Table 5-8: Loans to Food Crop Farmers 1980-84.
Year 1980 1981 1982 1983 1984
Farmers(No) 14 25 6 32 12
Source: From Commercial Banks in survey Area.
Furthermore, the use of short-term funds to finance projects which 
are doubtful (considering the constraints) and are not of a short-term 
nature is questionable, considering other restrictions imposed on the
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commercial banks by the Central ank. The commercial banks are 
proscribed from certain activities: from acquiring or holding any part 
of the share capital of any financial, commercial, agricultural, 
industrial or other undertakings except;
- shareholding as a licensed bank, may with the prior approval
of the Central Bank, be acquired in the course of
satisfaction of debt due to it, or
- any shareholding approved by the Central Bank in any
statutory corporation established for the purpose of 
promoting the development of money and capital markets.
- all shareholdings approved by the Central Bank in other
undertakings, the aggregate value of which does not at any 
time exceed 25% of the paid-up capital and reserves of the 
commercial bank. Also prohibited is the purchase,
acquisition or lease of real estate except for the purpose of 
business of the commercial banks or the housing of staff. 
Commercial banks may secure debt on any real estate and in 
default of payment may acquire such property and dispose of 
it at the earliest possible time.
These conditions tend to support the decisions of the commercial 
banks, and their unwillingness to finance agriculture because, as 
custodians of people’s funds, their liquidity position may be 
threatened through bad debts and, as can be seen from table 2-7, the 
ACGSF has not been able to meet the claims submitted to it from 
commercial banks in respect of defualts in its programme.
5.5.3 Development Projects and Agricultural credit
The direction of the Federal Government in providing some 
solutions to structural and infrastructural problems can be seen in its 
efforts for the development of river basins and Integrated Agricultural 
Projects. Tables 5-9 and 5-10 summarise the relevant activities in this 
area. It is not the intention of the study to discuss the activities of 
these organisations, except to point out the relationship of their 
functions with credit and what progress has been made in credit 
activities. Some of the functions of the River Basin Development 
Authority are as follows;
(a) Comprehensive development of both surface and underground 
water resources for multiple use.
(b) Construction and maintenance of dams, dykes, polders, wells, 
boreholes, irrigation and drainage systems and other works 
necessary for the achievement of the Authority’s functions.
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(c) Resettlement of persons affected by works and schemes of the 
Authority.
(d) Mechanized clearing and cultivation of land for the production 
of crops and livestock and forestry inside and outside 
irrigation schemes for fee.
(e) Large scale multiplication of improved seeds, livestock, tree 
seedlings for distribution to farmers in the Authority’s 
area and the establishment of agro-service centres.
Table 5-9: Selected Activities of River B~sin Development
Authority (RBDA): National Data.
Items 1982 1983 % Change
(1) (2) between
(1) and (2)
(1) Finance (N'millions) 
(a)Capital Allocation 429.6 623.3 45.1
(b)Actuul Expenditure 287.4 317.6 10.5
(2) Land Development('000) 108.6 70.0 -34.9
(a)Irrigated 14.4 7.0 -47.2
(b)other land 94.2 63.1 -33.0
(3) No of Resettled Farmers 3,992 8,518 113.4
Source: Federal Ministry of Water Resources, Lagos.
The relevance of the programme to the current discussion is that 
farmers now have better opportunities for land utilisation and credit 
as they can borrow within the programme, or from banks outside the 
programme. At the moment, there are eleven River Basin Development 
Authorities and early in 1982 the NACB granted a loan of N55.0 million 
(N5.0 million to each) for re-lending to the participating smallholders 
in their activities.
In Table 2-8 the share of the Cross River Basin Authority is 
given. However, up to 1983, when the Board and Management of the 
Authority was dismissed by the Government on grounds of improbity, the 
farmers had not received any loans. In other words, part of the 
problems of smallholder credit can be attributed to wide-scale fraud. A 
high incidence of fraudulent practices is reported by the Central Bank 
(1983:19) and these have often led to frequent changes in management of 
Basin Authorities.
Integrated Agricultural Projects operated in 10 States by 1983, of
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Table 5-10: Integrated Agricultural Development Projects (1ADP):
National Data.
Items
1982
(2)
1983
(2)
% Change 
between 
(1) and (2)
(1)No of Operations 9 10 11.1
(2)Capital Exp.(N’millions) 604.0 38.0 -93.7
Federal 183.4 9.6 -94.8
States 223.0 11.3 -9*1.9
IBRD (World Bank) 197.6 17.1 -91.2
(3)Infrastructural Devt.
Roads (km) 4,112 1624 -60.5
Dams (No) 33 21 -36.4
Boreholes(No) 360 718 99.4
Farm Service Centres(No) 128 797 522.7
(4)Farm Inputs Supply
Fertilizers(tonnes) 45,054 68,292 51.6
Seeds (tonnes) 2,162 3,331 54.1
Tractors (No) 40 nil -
Source: Federal Ministry of Rural Development, Project 
Monitoring and Evaluation Unit, Lagos.
which 4 were State-wide in coverage. The programme in the study area is 
scheduled to commence by June 1985, however, information on the credit 
component of this programme was not readily available. Nevertheless, 
there had been some progress towards alleviating some of the 
constraints as can be seen from table 5-10, the major handicap being 
that of a lack of funds.
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CHAPTER 6
SUMMARY AND CONCLUSION
6.1 Summary
The study is an attempt to analyse the impact of agricultural
credit efforts in the process of the development of the agricultural
subsector of food crop production. It is the conclusion of this study 
that emphasis on credit alone is not sufficient to ensure increased 
food production. Nevertheless, a review of the performance of the 
agricultural sector and the economy as a whole has given some
indication as to what importance should be accorded to food crop 
production in the process of agricultural development.
Among these are the existence of food shortages evident in the 
soaring food prices, sharply increasing food import bills, and above
all, the unlikelihood of sustaining an increasing population (the 
growth rate averaging at 2.9* per annum) without increased food
production. Another consideration is the fact that increased food
supply is one of the most effective ways of fighting the domestic 
inflationary trend, because increases in food prices accounted for more 
than 30$ of the composite consumer price increases. The importance of 
food crop production was also seen in the direction of increased grain
I
supply to the livestock industry, thereby supplementing imports as well 
as reducing the cost of feeds.
The data for the study were collected from eight Local Government 
administrative areas in the Cross River State between December 1984 and 
January 1985. A total of two hundred food crop producers were randomly 
selected and the study set its objectives as follows:
- to describe and analyse the lending policies and operating 
procedures of the existing credit institutions, with the aim 
of highlighting the inherent problems in the systems.
- to examine the demand for credit by food crop producers, as 
well as factors and problems associated with the supply of
agricultural credit to this category of farmers.
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- to develop suggestions for a new rural credit administration
with a greater potential for success.
The analysis of lending policies revealed that all formal lending 
institutions were rigid in terms of collateral requirements, and these 
were seen as serious constraints by local farmers. Nevertheless, 
collateral requirements were found to be more flexible in the case of 
NACB and ALB, as these institutions accommodated a third party 
guarantor, allowing the farmer/applicant to borrow on the the basis of 
guarantor’s recognition.
There was however a safeguard in respect of the NACB, where a 
limit of N5,000 was placed on loans, irrespective of scale of 
enterprise and prospective returns to the investment. The NACB was 
established primarily to cater for the needs of farmers, but its 
activities have extended outside its policy by commiting part of its 
funds to real estate investment. To the extent that such investment is 
found to be lucrative, the attention of the institution may be diverted 
from its primary function, and the chances of funds being channelled 
towards credit for farmers may be reduced.
The proposed expenditure of the institution in the study area for 
1975-85 was N27 million of which N17.4 million had been disbursed. From 
the pattern of allocation, its inclination was found towards large 
private enterprises and government institutions, while the smallholder 
scheme received only 11.5% of the total disbursement.
The NACB and commercial banks extended loans for both current and 
capital expenses, while loans from ALB and cooperative societies were 
mainly short-term loans for current expenses. Loans granted by ALB did 
not cover the full cost of production, and lower and upper limits on 
farm size were imposed on borrowers. None of the institutions extended 
loans for consumption, and credit administration was not linked with 
marketing activities.
Lending rates were found to be uniform among all formal lending 
institutions, since this is normally fixed by the Central Bank. Lending 
to individuals attracted 7% interest, whilst for those institutions 
that borrowed to relend, it was fixed at 6%. Compared with other fixed 
rates, 7% was found to be too low, and this had generated some 
reluctance by commercial banks to lend to the agricultural sector. 
Loans to the agricultural sector generally favoured the livestock
enterprises, particularly poultry.
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In the informal sector, Osusu Clubs, Friends and Relatives, 
Traders and Middlemen, Town Unions, and Moneyleders were found to play 
important roles in the extension of credit in rural communities, and 
although the magnitude of their contributions can not be established 
because of lack of data on their activities, their fuctions were not 
within modern lines. For example, the non availability of records on 
the contributions of members of osusu clubs is a risk to the security 
of their contributions, and members have to rely on the personal 
integrity and honesty of the organisers.
In chapter 3, the characteristics of respondents were examined, 
particularly as it was obvious that 107 (53%) of the total respondents 
did not borrow from any source. It was found that 66 of these 
respondents did not apply to any credit source, even though they 
required credit, 16 respondents did not apply because they did not need 
credit, and 23 respondents applied but were not granted credit. In the 
case of non- borrowers, the major constraint affecting their ability to 
obtain credit was the size of their farm holdings, which were small 
compared with those of borrowers. In addition, these farms were made up 
of several scattered parcels.
The average land holding was found to be 12.6 hectares, 3.5 
hectares, 7.1 hectares, and 2.3 hectares for borrowers from commercial 
banks, ALB, NACB, and cooperative societies respectively, and lower 
than these for non- borrowers. The t-test indicated similarity in land 
attributes between borrowers from commercial banks and NACB, and 
between ALB and cooperative societies. In both farm and non-farm 
attributes, the only similarity between all formal institutional 
sources was family expenses, and to some extent, secondary sources of 
income and age.
The chi-square test confirmed that there was preferential 
treatment in the allocation of loans, disadvantaging the small farm 
holdings. On the other hand, the dominance of larger holdings in the 
distrbution of loans is reflected in the amount of overdue loans 
outstanding for this category compared to the category having smaller 
farm sizes.
Chapter 4 considered the nature of the demand for and supply of 
credit. In contrast to the conception that most rural demand for
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agricultural credit was for family expenses, the study indicated that 
these were generalised misconception which failed to portray the normal 
trends in the demand and use of rural credit. Except in the case of 
cooperative societies, where family expenses were important, current 
and capital expenditures (in respect of other institutions) were found 
to be significant and accounted for (in varying degrees) the use of 
formal institutional credit.
Although the importance of family expenditures increased when the 
variables were regressed against loans outstanding, it was by no means 
the most important variable, except in the case of cooperative 
societies. The proportions of loans expended on family expenses varied 
between farm sizes and among institutions, and were generally found to 
be high among borrowers from cooperative societies and the informal 
sector. The concentration of overdue loans outstanding was in the large 
farm category in the case of commercial banks and NACB, while for the 
ALB and cooperative societies, these were concentrated in the medium 
and small farm sizes respectively.
On the supply side, the farmers were generally aware of the 
on-going credit programmes, mainly through their fellow farmers and the 
agricultural extension agents. In ranking farm problems, lack of 
credit, high cost of labour, high interest rates and lack of 
agricultural inputs were ranked first, second, third and fourth 
respectively. In terms of volume of credit to the rural sector, 
commercial banks were found to play an important role, but in terms of 
the spread of credit, they were ineffective. The role of cooperative 
societies in these aspects (volume and spread of credit) was not 
encouraging. A1B was found to be active in terms of the spread of 
credit, and the informal segments accounted for 28$ of total borrowers. 
Education attainment, size of farmland, and stated credit needs of the 
individuals were found to infleunce the supply of credit significantly.
In chapter 5, the problems affecting the supply of credit to the 
smallholders were considered. The justification for extending credit to 
this category of farmers was based on welfare grounds, their absolute 
number, and the fact that they produce about 95$ of total food output. 
Structural and infrastructural problems were found to impose serious 
handicaps on their ability to obtain loans from credit institutions as
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well as returns from their enterprises. Mismanagement of available 
funds was also another problem, and lending institutions in the rural 
banking programme did not show sufficient cooporation and failed to 
extend their services to rural communities.
6.2 Conclusion
The rural credit market has been found to be essentially 
dualistic, comprising the informal and formal sectors. The formal 
sector tends to behave in isolation through excessive bureaucracy in 
their performance rather than as part of the rural setting which they 
are supposed to service. Orthodox banking procedures are still 
fundamental in Nigeria , and banks are not motivated towards searching 
for customers, hence, the relationship is one-sided and promotes rigid 
conditions for extending credit. Consequently, the local people tend to 
see banks as institutions where the poor are not expected to show their 
faces. In other words, the attitude of the banks has contributed to the 
continued proliferation of informal credit sources, and the result is 
the absence of competition among lenders.
As long as credit institutions tend to be rigid, the lesser the 
chances that smallholders will be included in their programmes, and the 
greater the chances that the larger and more influential farmers will 
gain in terms of access to credit. This is surely contrary to the 
egalitarian principles of the Government and their intent of improving 
levels of living in the rural areas will be frustrated.
The policy of subsidised interest rates for the agricultural 
sector is based on the assumption that resources are available that 
will allow a broad coverage of the rural population. Granting that in 
the informal sectors, fragmentation and attendant inefficiencies pose 
significant problems, a low interest rate policy for formal lending 
institutions will not solve these problems. This is because coverage is 
poor, and since it was established in this study that credit is mainly 
directed to the larger farm enterprises, there can be no merit in low 
interest rate policy.
The general criticism that credit is mainly used for family 
consumption can not be accepted as the normal trend, and can only be 
justified if over a period of time, the borrowing and expenditure 
patterns of farmers portray such a trend.
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Nevertheless, the problems of smallholder improvement do not 
depend on credit alone, there are structural and infrastructural 
problems which must be tackled before much success in credit delivery 
can be achieved. These are problems of land fragmentation posed by the 
existing land tenure system, insufficient marketing outlets, and 
inadequate price support for farm produce. In the absence of Goverment 
intervention in these directions, credit programmes will achieve only a 
modest impact.
6.3 Policy Implications
The provision for financing agricultural development is one aspect 
affecting a part of the economy, and its role should be seen within the 
contex of overall planning. The possibilty of adequate and accurate 
planning depends, to some extent, on the quality of statistical 
material available. Collection of this information is the 
responsibility of the Government.
The on-going policy in which credit to the agricultural sector 
depends on the extent of commercial banks’ loans and advances, reveals 
some inadequacies in planning. Among the variables that affect loans 
and advances is the general economic climate within the country. In 
periods of economic recession in other sectors, there can be little 
investment, and hence little borrowing. In which case, the proportion 
of loans that can be directed towards agriculture will be reduced.
In this respect, the importance accorded to agricultural credit 
seems to be inadequate as actual capital requirements are not known, 
and, even when allocations are made, there are no reasons given to 
justify such commitments. This raises the question as to how planning 
can be done without good data, highlighting the need for prior 
investigation of the likely viability of potential credit programmes.
Such an investigation could, in addition to other findings, 
provide good information on the general nature of demand and the 
existing supply sources of credit. Currently there is no information on 
the contribution made by informal sources of credit. As a policy 
prescription, the Government should exercise leadership to obtaining 
necessary information in order to facilitate good planning.
The rural banking programme makes it mandatory for commercial
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banks to extend their services into rural areas and this, and other 
restrictions, seems to have overstretched their capacity. Part of their 
reluctance stems from fear of loosing staff, who may be unwilling to 
work in the rural areas because of lack of some basic amenities. Rural 
banking programmes call for enlargement of bank personnel, and one of 
the constraints faced by banks is insufficient trained and experienced 
manpower.
The implications are obvious, and require a planned programme of 
development. In addition, since these institutions are virtually owned 
by the Government, and rural development is high on the list of 
priorities, the financial cost of rural bank expansion should be borne 
by the Government. As an interim measure, the use of mobile bank units 
operated particularly on rural market days may help in mobilising rural 
savings and overcome the remoteness of villages and problems of 
transportation which appear to impose serious handicaps to banking 
accessibility.
Nevertheless, there is also greater need to inculcate the spirit 
of banking among the people through education programmes. In this 
respect, lending institutions should be persuaded to visit the remote 
villages and attend local meetings organised by groups, cooperatives or 
communities. This would promote interpersonal relationships between the 
rural communities and institutions and help to generate mutual trust.
The existence of collective rights and the ineffectiveness of the 
current land law pose serious problems to agricultural programmes and 
in particular, credit delivery. Land consolidation through group and 
community participation may offer some useful solution, this is an 
approach found to be workable with the smallholder tree crop programme 
in the study area. The other approach may be through revamping the 
cooperatives by proper extension activities and education, and workable 
programmes. The merits of these approaches are obvious, community and 
group farming and cooperation are good channels for agricultural loans 
and could form a good support for input distribution and marketing, if 
properly organised.
Finally, it is impossible to solve food shortage problems through 
credit delivery alone without tackling at the same time problems that 
may arise in marketing produce and supplying inputs. The implication is
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obvious, what is required is an integrated approach 
agricultural credit, marketing and input supply.
towards
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APPENDIX A
Classification of Food Crop Borrowers by Size of Loan: 
Agricultural Credit Guarantee Scheme Fund.
Categories
of
Loan
Grains
(No.
Production 
of Farmers)
! Tubers 
! (No. of
and Roots 
Farmers)
1981 1982 1983 ! 1981 1982 1983 Total
N50,000 
and below 522 350 394 ! 133 37 400 1836
Above N50,000 
and below 
N100.000 1 2 4 ! 2 4 1 14
Above N100,000 Nil 2 1 ! Nil 2 1 7
Source: Central Bank of Nigeria (1983), Annual Report, pp. 112.
APPENDIX B
Percentage Distribution of Loan by Agricultural 
Subsector: ACGSF Programme.
Enterprise
% of Total Loans ! % of Total Value
1981 1982 1983 ! 1981 1982 1983
LIVESTOCK
Poultry 19.0 25.0 19.1 ! 58.4 64.1 55.5
Casttle 1.3 4.4 7.1 ! 9.3 1.4 1.6
Fisheries Nil 0.2 0.2 ! Nil 0.1 4.3
Others 0.9 0.4 0.8 ! 2.9 3.3 2.9
Sub Total 21.2 30.0 27.2 ! 70.6 68.9 64.2
FOOD CROPS 
Grains 42.2 44.4
!
36.9 ! 17.1 15.5 16.1
Root/Tuber 12.0 16.7 18.3 ! 3.8 2.2 6.2
Mixed Farming 2.3 0.5 1.5 !| 3.2 0.2
5.5
Sub Total 56.5 61.6 56.9 ! 24.1 18.2 28.1
CASH CROPS 
Oil Palm 0.4 0.4 0.2 ! 0.1 1.6 0.2
Rubber 0.2 Nil Nil ! 0.2 Nil Nil
Cocoa 0.4 0.2 0.4 ! 0.1 .02 0.3
Cotton 3.6 0.8 1.4 ! 1.2 0.2 0.3
Groundnuts 3.8 0.7 1.7 ! 1.3 .04 0.2
Others 13.9 6.3 12.4 ! 2.4 11.1 6.6
Sub Total 22.3 8.4 16.1 ! 5.3 12.9 7.6
Source: Central Bank, op. cit, pp. 111.
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APPENDIX C
Questionaire For Rural Credit Survey in the Cross River State 
of Nigeria.
(a) General Description of the Farmer/Household
1. Name of Farmer/Respondent................Age..............
2. Location..................No. of Children/Dependants.....
3. Educational Attainment of Farmer/Respondent (Years)
Primary........Secondary....... Others (Specify).......
4. No. of Years in Farming...................
5. Is Farming your main occupation?
YES/NO
If "No", what is your major occupation? ......................
If "Yes", what other minor activities do you undertake
that yields income?...........................................
7. Do you think that this extra income is worth worrying about?
YES/NO.
8. If "YES", what proportion of your total income does it
account for?................................................
9. How regular is the additional income?.......................
10. Are you a member of the Cooperative Society?....YES/NO.
Specify the Type..............................................
11. Does the Farm constitute a single plot?.......YES/NO.
If "YES", state the size......................................
If "No", state the number of parcels and their respective sizes
sizes
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12. Do you farm all at the same time?.......YES/NO.
If "NO", state the hecterage farmed....No. of croppings/year
13. Tenurial Arrangement (thick):
Owner/operator...............Share/Tennant................
(Specify sharing arrangement)
Leasehold (Specify rental fees)............................
14. List enterprises/farming undertaken between 1975-84
Year Enterprise type Size of holding
(b) Credit Needs
1. Did you know that agricultural credit facilities were available for 
food crop producers at the underlisted institutions?
(a) Cooperative Societies........YES/NO.
(b) Merchantile Bank of Nigeria Ltd......YES/NO.
(c) Agricultural Loans Board............YES/NO.
(d) Union Bank.......... YES/NO
(e) First Bank.......... YES/NO.
(f) African Continental Bank .... YES/NO.
2. If "YES", when did you come to know?..
3. How did you come to know?
Newspaper YES/NO
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Radio.................
From other farmers....................
From the Banks (specify).......................
Other Sources (specify)...........................
4. Did you apply for a loan between 1975-1984?.....YES/NO.
If "YES", why did you apply?...................................
If "NO", why didn't you apply?.................................
5. Did you have enough cash and inputs or credit to purchase inputs
the past cropping seasons (1975-84) ?..........................
6. If you did obtain credit, what amount did you borrow?..........
State Loan in kind if applicable...............................
7. Was the amount applied for granted, increased/decreased?.......
If application was not granted, what reasons were given?.......
8. If application was granted, how many days, weeks, months did 
it take from filing of application to granting of loan?....
9. Did you take additional loan (cash or kind) from other sources?
YES/NO.
Specify the source and the amount.............................
What purpose was it used for?................................
10. Why did you choose the particular institution?...............
11. Among the following sources of credit, which do you use quite 
often? (thick)
Banks .............
Moneylenders
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Friends and Relatives.......
Traders ..............
Others (specify).................
12. Why do you choose the particular institution?
13. Which would you prefer to use in future and why?
14. From the previous loans, fill in the following information.
Source of loan Year Amount
Interest
charges
Appl.IOther ! Items 
Fee !Charges! of loan use
15. If your credit amount was increased, what farm improvements 
would you undertake?......................................
What are your reasons for undertaking such improvements?
16. What effects have credit availability had on your enterprise?
17. If inputs were part of the credit system, were they timely 
delivered?
YES/NO.
If "NO", what were the reasons?..................................
If inputs are not part of the credit system, which are the sources 
of your input supply?............................................
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18. In your opinion, what do you dislike with the present credit 
system?...................................................
19. What suggestions can you offer for improving the system?
20. Rank the following (as may be appropriate) according to the 
degree of their effects on your farming enterprise.
(1) Lack of inputs.................
(2) Marketing problems.................
(3) Land Tenure problems................
(4) High interest rate...................
(5) Lack of credit........................
(6) High cost of labour.....................
(7) Transportation problems...................
(8) Low output prices...........................
(9) Others (specify)..............................
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